m CSURMA BOARD OF DIRECTORS MEETING AGENDA
“This is an Open Public Meeting”

California State University Risk Management Authority

In accordance with the requirements of the Bagley-Keene Open Meeting Act, notice of this meeting must be posted in a
publicly accessible place, including the internet, at least ten days in advance of the meeting. This meeting agenda
shall also be posted at the address of the teleconference location with access for the public via phone/speaker phone.

Per Government Code section 54954.2, persons requesting disability-related modifications or accommodations,
including auxiliary aids or services in order to participate in the meeting, are requested to contact Alliant at (415)
403-1400 twenty-four hours in advance of the meeting. Entrance to the meeting location may require routine
provision of identification to building security. However, CSURMA AORMA does not require any member of the
public to register his or her name, or to provide other information, as a condition to attendance at any public meeting
and will not inquire of building security concerning information so provided. See Government Code section 54953.3.

Meeting Date:  November 2, 2016 Location:  Holiday Inn Capitol Plaza
Time: 4:00 PM 300 J Street
Sacramento, CA 95814
Legend: A = Action
| = Information
V = Verhal
S = Separate
A. CALL TO ORDER
1. Approval of the Agenda A p. 4
B. PUBLIC COMMENTS
C. CONSENT CALENDAR
The Board is asked to take action on the consent calendar items as a group,
except a member may request an item be withdrawn from the Consent Calendar
for discussion and action.
1.  Approval of Minutes — May 6, 2016 A p.5
The Board will be asked to approve minutes from their last meeting.
2.  Treasurer’s Report at June 30, 2016 A p. 18
The Board will be asked to accept the Treasurer Report at June 30, 2016.
3. Adoption of Meeting Dates for Calendar Year 2017 A p. 25
The Board will be asked to adopt the CSURMA 2017 Meeting Calendar.
D. GENERAL ADMINISTRATION
1.  Independent Auditor’s Financial Audit Report as of June 30, 2016 A p. 27

The Board will receive a report on the Independent Auditor’s Audit at
June 30, 2016.
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2. FY 17/18 Pooled Program Funding Status

a. Campus Risk Pools - Actuarial Reports for Campus Liability, | p. 102
Campus Workers’ Compensation and Athletic Injury Medical
Expense (AIME) Programs
The Board will be asked to review the actuarial reports.

b. Campus Risk Pools - Funding Status at June 30, 2016 | p. 118
The Board will receive a report on the pooled program funding status
at June 30, 2016.

¢c. Campus Risk Pools — Dividends and Assessments | p. 124
The Board will be asked to approve the proposed dividends and
delegate authority to the AIME committee to distribute in accordance
to the policies and procedures.

3. Campus Risk Pools Rating Plans Task Group Report A p. 137
The Board will be asked to approve changes to the campus risk pool rating
plans

4. FY 2017/2018 Rates and Gross Funding Campus Coverage Programs | p. 163

The Board will be asked to review and adopt the Campus coverage
program rates and funding for the program year 17/18.

5.  Review of FY 2016/2017 Long Range Planning Goals | p. 172
The Board will be asked to review the FY 16/17 Long Range Planning
Goals.

6. Resolution Recognizing the Contributions A

The Board will be asked to adopt the BOD resolutions recognizing the
contributions.

a. Dwayne Brummett — Resolution No. 02-16

b. Keith Kompsi — Resolution No. 03-16

. 176
. 178

© T

E. OTHER INSURANCE PROGRAMS
1. AIME Program Update | p. 180
The Board will receive a verbal report on the AIME program.

2.  AORMA Programs Update I p. 181
The Board will receive a verbal report on the AORMA programs.

F. CLOSED SESSION Pursuant to Cal. Gov. Code Sec. 11126(e)(1) &
11126(f)(1)
Action may be taken per Government Code Section 11126(e)(1) & 1126(f)(1).
Please refer to the below list of claims that may be discussed. The Committee may
assess and evaluate pending claims and related issues and take action or provide
direction to Staff regarding the litigation described below.
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No items are scheduled for closed session.
G. INFORMATION ITEMS

1. Program Administrator’s Stewardship Report | p. 182
Staff will present the Stewardship Report to the Board.

2.  CSURMA Administrative Service Calendar | p. 215
The Board will be asked to review the CSURMA Administrative Service
Calendar and provide direction to staff as appropriate.

3. CSURMA Board of Directors and Staff Contact List | p. 223
The Board will be asked to review the CSURMA Board of Directors
contact information and provide Staff with revisions.

H. ADJOURNMENT
The next Board of Directors meeting is scheduled for Friday, May 5, 2017, in Long Beach, CA

If you have questions regarding the agenda package, please contact
Mimi Long at mlong@alliant.com / (415) 403-1423 or Tevea Him at thim@alliant.com / (415) 403-1416

Teleconference Locations:

CSU Chancellor’s Office, 401 Golden Shore, Long Beach, CA

California State University, Dominguez Hills, 1000 East Victoria Street, Carson, CA

Humboldt State University Center, 1 Harpst Street, Arcata, CA

California State University, Long Beach, 1250 Bellflower Blvd. MS 0123 BH-370, Long Beach, CA
San Jose State University, Administrative & Finance, One Washington Square, CL 500, San Jose, CA

agbrwbdE
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Agenda Item Al
CSURMA Board of Directors
Meeting Date: November 2, 2016

APPROVAL OF THE AGENDA

ISSUE: The Board of Directors will be asked to approve the agenda for today’s meeting.

RECOMMENDATION: The Board of Directors is asked to review and approve the proposed
agenda before discussion of any business.

FISCAL IMPACT: None.

BACKGROUND: None.

PUBLICATION: None.

ATTACHMENT(S): None.



Agenda Item C1
CSURMA Board of Directors
Meeting Date: November 2, 2016

APPROVAL OF MINUTES - MAY 6, 2016

ISSUE: The Board of Directors will be asked to review and approve the draft minutes from its
May 6, 2016 meeting.

RECOMMENDATION: It is recommended that the Board of Directors approve the minutes
from its May 6, 2016 meeting, including corrections as necessary.

FISCAL IMPACT: None.

BACKGROUND: The minutes reflect the actions taken by the Board of Directors at its last
meeting.

PUBLICATION: The approved minutes will be uploaded to the CSURMA website.

ATTACHMENT(S):

a. CSURMA Board of Directors Meeting Minutes — May 6, 2016
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MINUTES OF THE
CSURMA BOARD OF DIRECTORS MEETING

May 6, 2016

CSU CHANCELLOR’S OFFICE, DUMKE ROOM
401 Golden Shore e Long Beach, CA

10:30 AM

A CALL TO ORDER

The meeting was called to order at 11:00 a.m. by Linda Hawk

All Board of Directors and guests introduced themselves.

Al. Approval of the Agenda

A motion was made to approve the order of the agenda as presented.

MOTION: Jody Van Leuven
SECOND: Guy Dalpe

MOTION CARRIED

B. PUBLIC COMMENTS

There were no public comments.

C. CONSENT CALENDAR

Cl.  Approval of Minutes — October 23, 2015

C2. CSURMA Treasurer’s Report

C3.  Adoption of the CSURMA'’s Conflict of Interest Code

A motion was made to approve or accept each item on the Consent Calendar as presented.

MOTION:  Frank Mumford
SECOND: Kevin Saunders

MOTION CARRIED

D. GENERAL ADMINISTRATION
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D1. Adoption of the FY 2016/17 CSURMA Operating Budget

Rob Leong summarized the FY 2016/17 CSURMA Operating Budgets features. Systemwide Risk
Management, Enterprise Accounting and the Program Administrators worked together to develop
the proposed budget for FY 2016/17.

Major features of the proposed Campus Programs budget include:

> Increase in Total contributions from $77,345,917 to $78,818,221.

> Increase in Liability contributions from $13,514,960 to $14,240,860 due to
actuarial projected claim trend.

> Slight increase in Workers’ Compensation contributions from $37,744,986 to
$37,823,215 (discounted) due to actuarial projected claim trend.

» No change in IDL/NDI/UI contributions from $13,500,000 due to claims trend.

> Increase in Property contributions from $8,000,000 to $8,250,000 for new Fine
Arts, Archives & Artifacts program (FAAAP). Premiums are subject to adjustment
based on final reported total insured values (TIV).

> Increase in Auto Liability contributions from $688,468 to $845,823 per current
Motor Vehicle Self-Insurance Account (MVIA) allocation for FY 15/16. Actual
2016/17 MVIA will be issued by DGS later this month.

> Increase in AIME contributions from $3,897,503 to $4,158,323 (discounted) per
recommendation of the AIME Committee due to claims trend.

The proposed Campus programs operating budget would develop Total Revenues of $74,233,215,
Total Operating Expenses of $74,538,120, and Total Non-Operating Revenues of $2,127,765,
generating Net Surplus of $1,822,859 additions to retained earnings.

Major features of the proposed AORMA Programs budget include:

» Slight decrease in Total contributions from $13,427,580 to $13,210,576.

> Increase in Liability contributions from $3,831,957 to $3,880,956 due to actuarial
projected claim trend and projected reinsurance premiums.

» Liability Program Reinsurance Premiums increased from $850,000 to $1,400,000
based on marketing results (the reinsurance premiums are shown as negative
operating revenues within the budget)

> Increase in Workers” Compensation contributions from $4,496,250 to $4,523,000
due to actuarial projected claim trend and projected excess insurance premium.

> Increase in Property contributions from $2,204,231 to $2,368,714 due to change in
total insured values and expected insurance premiums. Premiums are subject to
adjustment based on final reported total insured values (T1V) and final negotiated
rates.

> Increase in Crime from $299,468 to $310,552 due to claims experience.

» Decrease in Unemployment Insurance contributions of $2,595,674 to $2,127,354
due to claims trend.
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The proposed AORMA programs operating budget would develop Total Operating Revenues of
$10,131,576 Total Operating Expenses of $11,494,635, and Total Non-Operating Revenues of
$350,975, generating a deficit $1,012,083 to be funded by retained earnings.

Leong also noted that pursuant to California Government Code Section 53607, the Board is
requested to delegate authority for a one-year period to the Treasurer to invest or to reinvest funds,
or to sell or exchange securities so purchased, and to assume full responsibility for those
transactions until the delegation of authority is revoked or expires, and to make a report of those
transactions to the Board. Subject to review, the Board may renew the delegation of authority
pursuant to this section each year.

A motion was made to adopt Resolution No. 01-16 (BOD) as presented.

MOTION: Jody Van Leuven
SECOND: Frank Mumford

MOTION CARRIED
D2. Campus Risk Pools Program Funding Status

Rob Leong summarized the risk pool exhibits which are prepared annually in accordance with the
CSURMA'’s adopted funding policy for its self-funded pooling programs. The exhibits provide
an analysis of the pooled program’s funding position relative to the actuary’s projection for
CSURMA’s minimum funding requirements and expected cash expenditures for program
administration through June 30, 2016. The green section on the exhibit represents the amount of
funds in excess of the outstanding losses at a 70% confidence level.

In accordance with the CSURMA'’s adopted funding policy for its self-funded pooling programs,
Staff prepared an analysis of the pooled programs funding position relative to the actuary’s
projection for CSURMA’s minimum funding requirements and expected cash expenditures for
program administration through June 30, 2016. The Executive Committee, at its March 10, 2016
meeting, reviewed the pooled programs funding position to determine if there are sufficient funds
to meet anticipated needs, including a confidence margin for unexpected expenditures. The
Executive Committee will again review CSURMA’s funding position in light of the year-end
audited financial statements when completed, and determine at that time if there are ample surplus
to consider a release of dividends to the members, or if an assessment is necessary.

D3.  Nominating Committee Report and Executive Committee Elections
At its January meeting, the Executive Committee Chair, Linda Hawk, appointed a nominating
committee of Robert Eaton, Lisa Chavez and Jody Van Leuven. As shown below, four seats are

up for election at today’s meeting.

e Chair, Linda Hawk currently holds this seat
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e Vice Chair, Mike Lee currently holds this seat

e Seat #3, Kevin Saunders currently holds this seat

e Seat #4, Scott Apel currently holds this seat as an interim Executive Committee member.
Apel was appointed by Linda Hawk as an interim member to fill the vacancy due to Lori
Gentles’ departure.

Hawk asked for nominations from the floor. Hearing none, Hawk asked for a motion to close the
nominations.

A motion was made to close nomination as there were no nominations from the floor.

MOTION:  Guy Dalpe
SECOND:  Stephen Mastro

MOTION CARRIED

The Board of Directors elected by acclamation the proposed slate of candidates for the term July
1, 2016 to June 30, 2018:

e Chair, Linda Hawk

e Vice Chair, Mike Lee

e Seat #3, Kevin Saunders
e Seat #4, Scott Apel

D4. Amendment of Policies and Procedures

Linda Hawk asked Daniel Howell to review the recommended revisions to the CSURMA Policies
and Procedures. Howell explained that the Executive Committee adopted Resolution No. 04-13
(EC) which specifies that CSURMA’s policies and procedures will be reviewed on a regular basis
to ensure administrative tasks remain relevant and effective for its operations. The resolution
defines the process for the Executive Committee to review even-numbered policies and procedures
in even-numbered calendar years, and odd-numbered policies and procedures in odd-numbered
calendar years.

The Executive Committee reviewed all of the even-numbered policies and procedures at its
meetings on January 11, 2016 and March 11, 2016. Most of the proposed changes are minor and
intended to establish formatting conformance. However, substantive revisions are recommended
to policy and procedure nos. 14, 18 and 20, and a new policy and procedure, no. 24, is being
recommended. Howell summarized the changes.

1. Policy and Procedure 14 — Campus Risk Pool Dividends and Assessments — was revised to
grant authority to the Executive Committee to declare a dividend if overall funding is
sufficient to support such action. Howell reiterated that the dividend would need to be
within the established guidelines. Assessment will still need Board approval.
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2. Policy and Procedure 18 — Board of Directors Participation and Executive Committee
Nominations and Elections Process — Amended to clarify the policy and process of
CSURMA representation on outside committees and boards.

3. Policy and Procedure 20 and 24 — Owner Controlled Insurance Program (OCIP) and
Builder’s Risk Insurance Program (BRIP) — As recommended by CPDC and Systemwide
Risk Management, the OCIP and BRIP sections of the policy and procedure were separated
into two policies and procedures.

A motion was made to approve the revisions to Policies and Procedures 14, 18, 20 and 24.

MOTION: Frank Mumford
SECOND: Kevin Saunders

MOTION CARRIED
D5.  Insurance Renewals Update and Underwriter Meetings Report

Daniel Howell provided information regarding CSURMA’s insurance and reinsurance programs
renewals. In April 2016, CSURMA’s Treasurer, Robert Eaton and Secretary-Auditor, Zachary
Gifford, completed meetings with insurance underwriters in preparation for final renewal
negotiations. The AORMA primary excess liability program will experience a substantial
increase due to recent losses. The University excess tower will be stable with possibly an increase
that follows the increase in full time equivalent students. Howell notes that Staff is negotiating
with underwriters to expand the use of reinsurance into the excess layers. The property program
will likely see a flat rate renewal for AORMA and an increase for the University program due to
a recent large loss. The initial 18 month primary coverage program with CSAC EIA for workers’
compensation is up for renewal and initial terms are showing that the renewal cost should come in
below CSU and AORMA’s expected loss costs as calculated by CSURMA’s actuary. The Foreign
Travel Insurance Program may see an increase in cost due to claims experience. The new Fine
Arts, Artifacts and Archives insurance program is being expanded to a Systemwide offering. The
sublimit for unscheduled items is being negotiated.

D6. Master Enabling Agreement for Transportation

Zachard Gifford noted that the Executive Committee, at its meeting earlier today, approved a
master enabling agreement with GoGround for the University’s transportation management
services. All GoGround transportation carriers are TSX safety certified and carry insurance limits
of between $5MM and $20MM. GoGround carries $11MM in excess insurance. Because of the
standardization of service, GoGround is able to provide cost savings.

D7. Revised Liability Memorandum of Coverage Effective July 1, 2016

10
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As summarized by Daniel Howell, a Memorandum of Coverage (MOC) is a contract between the
members and the JPA. It is not an insurance policy. Insurance companies regularly review their
policy forms and make revisions to reflect industry trend and claims experience. Similarly, it is
prudent for CSURMA to review its coverage forms and make amendments to clarify and enhance
coverage as appropriate. Robert Lowe, from Alliant Insurance Services, summarized the revisions
to the MOCs for the AORMA Liability Program as well as the Campus Liability Risk Pool and
notes that the revised MOCs are more in line with the standard public educators form.

A motion was made to delegate authority to the Executive Committee and the AORMA Committee
to adopt revisions to the MOC’s to be effective July 1, 2016.

MOTION: Frank Mumford
SECOND: Kevin Saunders

MOTION CARRIED
D8. FY 2016/17 Long Range Planning Goals

Daniel Howell explained that the Executive Committee held its long range planning session on
March 11, 2016. The planning session consisted of a review of the FY 2015/16 Long Range Action
Plan, a report on its status, an evaluation on where efforts should be focused for the next one to
three years, and the development of new long range goals for FY 2016/17 and beyond. Based on
the discussions during the long range planning session, Staff drafted the FY 2016/17 Long Range
Action Plan which was approved by the Executive Committee as its meeting today. Howell
reviewed the FY 16/17 Long Range Action Plan goals:

Master Out-of State On-Line Education Surety
Special Events Resource Guide

Benchmarking and Trend Analysis

Insurance Policy Database

Captive Insurer

Loan Policy and Investment Options
On-Campus Visits with Vice Presidents
CSURMA Communications and Outreach Plan
Master Enabling Agreement for Transportation

©CoNo~WNE

D9.  Adoption of Final 2016 CSURMA Meeting Calendar

The Board reviewed the CSURMA meeting dates for 2016 shown below. Daniel Howell noted
that the Fall Board meeting has been schedule for November 2, 2016 at 4:30 PM during the Fitting
the Pieces Together Conference in Sacramento. A CABO meeting in San Diego was scheduled
for Friday, September 9, 2016, which conflicts with the CSURMA Executive Committee meeting
on the same date; therefore, the Executive Committee moved its September 9" meeting to
September 23",

11
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January 10, 2016 at 3:00 PM (AOA Conference, Sacramento)............. EC
March 10, 2016 at 2:00 PM (Chancellor’s Office) .......cccccevvrivivenenne. EC
March 11, 2016 at 8:30 AM (Chancellor’s Office) ......c.ccccevvvrvvervennnne. EC LRP
May 6, 2016 at 8:00 AM (Chancellor’s OffiCe) ........ccccevveviieviieiiecninnn, EC
May 6, 2016 at 10:30 AM (Chancellor’s Office) ........ccevvvvvvervevernennn. BOD
September 23, 2016 at 8:30 AM (Location TBD) ........ccccevvveveniieiennnns EC
November 2, 2016 at 1:30 PM (Sacramento, FTPC).......ccccccevvvevveeenne. EC
November 2, 2016 at 4:00 PM (Sacramento, FTPC)......cccocevvervrenne. BOD
December 2, 2016 at 8:30 AM (Chancellor’s Office) .........cccccvevvenenne. EC

A motion was made to accept and approved the final 2016 CSURMA meeting dates as presented.

MOTION: Jody Van Leuven
SECOND:  Guy Dalpe

MOTION CARRIED

D10. Third Party Workers’ Compensation Claims Administrator Service Performance
Audit Presentation

The Board reviewed the results of the Workers” Compensation Claims Administration service
performance review. CSURMA engages Sedgwick Claims Management Services (Sedgwick
CMS) to serve as third-party administrator (TPA) for Campus and AORMA Workers’
Compensation Risk Pool claims. Pursuant to CSURMA Policy and Procedure No. 5, a regular
performance audit is performed to review services delivered by Sedgwick, particularly in regards
to the standards of performance for the industry and the specific requirements outlined in the
Service Agreement between CSURMA and Sedgwick CMS. A service performance audit for 2015
was completed by Jacki Graf, CSURMA’s Senior Workers’ Compensation Claims Consultant in
October and November of 2015. Graf summarized the results of the audit.

D11. Risk Program Benchmarking and Trend Analysis

At the March 2015 long range planning meeting, the CSURMA Executive Committee determined
that CSURMA should establish a regular practice of benchmarking CSURMA performance to
internal and external standards. Towards that end, CSURMA joined the California Workers’
Compensation Institute (CWCI), a statewide database on claims costs that will allow CSURMA
to evaluate program performance for the campuses and auxiliary organizations. The CWCI
database is now populated with CSU data for comparative analysis and allows staff to identify
performance measures. In addition, the University of California has agreed to join and provide
their claims data to CWCI which should provide even more valuable benchmarking opportunities.
Jacki Graf presented some of the on-line comparison charts.

E. OTHER INSURANCE PROGRAMS

E1l. AORMA Programs Update

12
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Frank Mumford provided a brief report of the activities of the AORMA Committee.
E2. AIME Programs Update

Jody Van Leuven provided a brief report of the activities of the AIME Committee.
F. CLOSED SESSION

There were no items scheduled for closed session.

G. INFORMATION ITEMS

G1. CSU IIPP Work Group

The Board reviewed the “Movement Motivation: The Case for Promoting Movement in Office
Workers at CSU Campuses” white paper which has been uploaded to the CSU LMS.

G2. CSURMA Insurance Requirement in Contracts Manual — Version 9.0

The Insurance Requirements in Contracts Manual has been updated and edited. CSU has
developed specific Executive Orders, standard agreements and practices that take precedence over
the discussion in the manual. Note for example that CSU has promulgated standard waiver,
informed consent and indemnification language that should be the basis of agreements entertained
by Campus and auxiliary organization personnel. Also, the Office of General Counsel has
longstanding experience in matters regularly encountered and Campus University Counsel should
be consulted as appropriate. Finally, and perhaps as a starting point when questions arise, the
Systemwide Office of Risk Management has a wealth of experience and depth of resources to
assist in efforts to establish agreements that protect the University community. The IRIC Manual
- version 9.0 has been uploaded onto the CSURMA website.

G3. Integrated CSU Administrative Manual

The Board reviewed the listing of the sections of the Integrated CSU Administrative Manual
(ICSUAM) that have been adopted by CSURMA

Section 1301 — Hospitality, Payment or Reimbursement of Expenses

Section 3000 - General Accounting

Section 8000 - Information Security

Section 1101 — Delegation of Authority to Obligate the University

Section 7100 - Identity Access Management

Section 6000 — Financing, Treasury, and Risk Management — adopted March 11, 2016
Section 13000 — Auxiliary Organizations Administration — adopted March 11, 2016

G4. CSURMA Master Investment Policy

13



DRAFT
csurila

California State University Risk Management Authority

The Board reviewed the CSURMA Investment Policy and related policies which were adopted by
the Executive Committee as the Master Investment Policy of the CSURMA.

G5. Review of the Service Provider Performance Survey Report

The Board reviewed the Service Provider Performance Survey Report. CSURMA strives to
provide consistency and reliability over time. One key component to accomplishing this goal is
evaluating those organizations that provide services to CSURMA. On an annual basis CSU
Systemwide Risk Management contacts CSURMA members who regularly use vendor services
and asks them to complete an on-line vendor survey. The complete 2015 Vendor Survey Report
will be posted on the CSURMA website.

G6. CSURMA Administrative Service Calendar

The Board reviewed the CSURMA Administrative Services Calendar.

G7. CSURMA Board of Directors and Staff Contact List

The Board was asked to review the attached Board of Directors contact information and provide
Staff with revisions.

G8.  Unemployment Insurance Claims Cost Summary Charts

The Board reviewed the Unemployment Insurance Claims report showing a quarter by quarter
comparison of claims costs and also a nine-year cost history.

H. ADJOURNMENT

The meeting was adjourned at 12:49 P.M.

14
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CSURMA BOARD OF DIRECTORS MEETING
ATTENDANCE

May 6, 2016

CSU CHANCELLOR'’S OFFICE, DUMKE ROOM

401 Golden Shore ¢ Long Beach, CA

DRAFT

10:30 AM
Board of Directors:
Campus Name Representative Present v/ Alternate Present v/
. . . . v’In Person
CSU Bakersfield Thom Davis ¥’In Person Tim Ridley .
(non-voting)
CSU Office of the
Chancellor Robert Eaton v“In Person Vacant
CSU Channel Islands Katharine Hullinger v’In Person Caroline J. Doll
CSU Chico Michael Thorpe v’In Person Lorraine B. Hoffman
CSU Dominguez Hills Stephen J. Mastro v“In Person Jeff Wood ~In Person
' (non-voting)
CSU East Bay Nyassa Love Johnson Teleconference | Debbie Chaw
CSU Fresno Debbie Adishian-Astone Lisa Kao

CSU Fullerton

Humboldt State University

CSU Long Beach

CSU Los Angeles

California Maritime
Academy

CSU Monterey Bay
CSU Northridge
Cal Poly Pomona

CSU Sacramento

Michael Coughlin
Michael Burghart
Scott Apel

Lisa Chavez
Marianne Spotorno

Kevin Saunders

Sharon Reiter

Mike Lee

Teleconference
v’In Person
v’In Person

Teleconference

v“In Person

v“In Person
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John Beisner
Joyce Lopes
Felissa Waynick
Kevin Brady
Franz Lozano

Lenore Reed

Valerie Eberle

Kirtland Stout

Teleconference
(non-voting)

v“In Person
(non-voting)

v’In Person
(non-voting)

Teleconference
(non-voting)

Teleconference
(non-voting)

v“In Person

v’In Person
(non-voting)
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CSU San Bernardino Jody Van Leuven v“In Person Douglas R. Freer
San Diego State University Thomas McCarron Jessica Rentto Teleconference
San Francisco State .

. . v
University Ronald Cortez Michael Beatty In Person
San Jose State University Mark Loftus Teleconference | Josee Larochelle
Cal Poly (San Luis Obispo) Dru Zachmeyer Cindy Vizcaino Villa
CSU San Marcos Linda Hawk v“In Person Erin Fullerton »In Person

(non-voting)
Sonoma State University Tyson Hill Teleconference | Nathan Johnson
CSU Stanislaus Amy Thomas Teleconference Douglas Dawes
Auxiliary Name Representative Present v/
University Glen Corporation | Dave Nirenberg v’In Person
Fresno Association Inc., . .
CSU Eresno Keith Kompsi
Humboldt State University
Center Dave Nakamura
California State University, Brian Nowlin
Long Beach Foundation
Forty-Niner Shops, Inc., .
CSU, Long Beach Robert de Wit
University Corporation, CSU Gigi Kiama
Monterey Bay
University Enterprises, Inc. . .
(UEI) Jim Reinhart
University Union Operation . .
of CSUS. Inc. Leslie Davis

San Jose State University

Research Foundation Cheree Aguilar

Associated Students, Inc.,
Cal Poly San Luis Obispo

CSU Fullerton Auxiliary
Services Corporation

Dwayne Brummett

Frank Mumford v’In Person

Cesar Chavez Student

v’
Center, San Francisco Guy Dalpe In Person

16
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Staff, Guests and/or Consultants Present:

Rufus Gant — Cal Poly Pomona

Zachary Gifford (CSURMA Secretary/Auditor), CSU Office of the Chancellor
Jacki Graf - Alliant Insurance Services, Inc.

Tevea Him — Alliant Insurance Services, Inc.
Daniel Howell - Alliant Insurance Services, Inc.
William Hsu — CSU, Office of General Counsel
Alice Kim — CSU, Office of the Chancellor

Rob Leong - Alliant Insurance Services, Inc.
Jessica Liu — CSU, Office of the Chancellor

Mimi Long - Alliant Insurance Services, Inc.
Robert Lowe — Alliant Insurance Services

Rebecca Skidmore — CSU, Office of the Chancellor
Editha Winterhalter — CSU, Northridge

17



Agenda Item C2
CSURMA Board of Directors
Meeting Date: November 2, 2016

CSURMA TREASURER'S REPORT

ISSUE: California Government Code Section 53646(b)(1) requires that the CSURMA Treasurer
submit a Quarterly Investment Report stating that all investments are in compliance with the
current investment policy and that CSURMA has sufficient funds to meet its expenditure
requirements for the next six months. The Board is asked to review the Quarterly Investment
Report ending June 30, 2016. The CSURMA Treasurer will be on hand to answer guestions.

RECOMMENDATION: Staff recommends the Board accept the Treasurer’s Report, as
presented at today’s meeting.

FISCAL IMPACT: None.

BACKGROUND: The objective of reviewing the investment of funds is to assure that policies
and procedures are in effect to protect and preserve the JPA's financial assets.

PUBLICATION: None.
ATTACHMENT(S):

a. Certification of Funds Letter - September 8, 2016
b. CSURMA Investment Report - April 1, 2016 to June 30, 2016

18
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Officers

Linda Hawk To: Executive Committee

Ghalr - 760-750-4550 CSU Risk Management Authority

Dr. Ming Tung {Mike)} Lee
Vice Chair - 916-278-6312
From: Robert Eaton

Robert Eaton Treasurer

T - 562-951-4572 : i
reasurer CSU Risk Management Authority

Zachary Gifford
Secretary-Auditor - 562-951-4568

Re: Quarterly Investment Report
Ending June 30, 2016
Date: September 8, 2016

Government Code Section 53646(b)(1) requires the Authority’s Treasurer to submit to the
legislative body (Executive Committee), a quarterly investment report. Attached is the
quarterly investment report ending June 30, 2016. The report contains a portfolio summary
which includes market value, return, yield, weighted average maturity (WAM), and
duration for each of CSURMA Investment Portfolios: Fixed Income Portfolio with TCW
(Met West) and CSU’s SWIFT Portfolio.

The funds held in investments are sufficient to meet the Authority’s cash-flow needs for
the following six (6) months. The investments are in accordance with the investment policy
of the rity, as duly authorized by the Executive Committee.

rd
Robert Eaton

Treasurer

CSU Risk Management Authority

A Public Entity Joint Powers Authority

c/o Alliant [nsurance Services, Inc. = 100 Pine Street, 11th Floor, San;rslcisco, CA 94111-5101 = Phone; 415-4D3-1400 Fax: 415-374-4810



= o = R = =

The California State University
OFFICE OF THE CHANCELLOR

CSURMA
Quarterly Investment Report

April 1, 2016 - June 30, 2016

Prepared by Treasury

20



California State University Risk Management Authority
Fixed Income Portfolio {Auxiliary Investment Platform)

As of 06/30/2016
Portfolio Summary Total Duration
a00%
Total Assets 134,144,150
i |
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® The Other category combines duration ranges and in aggregate equals 3.084% of the portfolio.
2 The Other category contains assets that do not fall within the top seven specific credit ratings. These assets make up 2.913% of the portfolio.
5 The NA category contains assets that do not have credit ratings available. These assets make up 5.351% of the partfolio.

2
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California State University Risk Management Authority
Fixed income Portfolio {Auxiliary Investment Platform)

Performance Summary
Period Ending 06/30/2016
Trailing Trailing Trailing Since
Account / Index Market Value 3Month ! 12 Month ! 3 year ! 5 vear Inception ot Yield WAM'' puration
06/30/2016 04/01/16 - 06/30/16  07/01/15-06/30/16 07/01/13-06/30/16 07/01/11-06/30/16  07/01/07 - 06/30/16
Metropolitan West - Total Return Bond Fund 134,144,150 1.169% 3.148% 2.265%  2.333% 4092% 1224 6127 3736
Barclays U.S. Intermediate Government/Credit - A or Better ™ 1.344% 4.243% 2.739% 2.651% 3.337% 1133 4252 3970
Barclays U.S. Intermediate Government/Credit '* ) 1.585% 4332% 2.948%  2.895% 3706% 1406 4408 4.084
Trailing
Account / Index Q1 FY1516 Q2 FY1516 Q3 FY1516 Q4 FY1516 12 Month "
07/01/15-09/30/15 10/01/15-12/33/15 01/01/16-03/31/16 04/01/16 - 06/30/16 07/01/15 - 06/30/16

Metropolitan West - Total Return Sond Fund : 0.794% -0.554% 1.716% 1.169% 3.148%
Barclays U.S. Intermediate Government/Credit - A or Better " 1177% -0.664% 2343%  1344% 4.243%
Barclays U.S. Intermediate Government/Credit '* 0.949% 0.691% 2.446% 1585% 4.332%

3000% — . ——— i — —

2.500%

2.000% |

1.500%

g Metropolitan West - Total Retum Bond Fund
1.000%

0.500% i Barclays .S, Intermediate Gavernment/Credit - A or Better (3)

0.000%
i Barclays U.S. Intermediate Government/Credit (4)
-0.500%

-1.000%

Q1 FY1516 Q2 FY1516 Q3 FY1516 Q4 FY1516

{1} Represents Total Return on the portfolio (iIncome Return plus Price Return)
{2} Weighted Average Maturity

{3} Portfolio Benchmark as of 05/2014.

{4} Portfolio Benchmark prior to 05/2014.
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California State University SWIFT Portfolio

As of 06/30/2016
Portfolio Summary Total Duration
60.0%
Total Assets 35,588,177 0
3
v
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Duration 1.238 +
b
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0N - . -
al:: g_F 1\“) Qﬁ

& & @
QE Performance 0.424% - o o ~ 1,9 a_.“ o
o < © < 2 )
QQ' “'L 0‘1 'i::\ '\D “fQQ "rQ
Sectors Credit Ratings ¥
Cther 80.0%
{1.702%)

Municipal _ E

{z.030% /'/ 2 60.0%
Utility -~ Agency &
(36.310%) +
(2.592%) 3

Induserial - = 40.0%
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(29.991%)

" The other bucket contains assets that do not fall within the top seven credit ratings.
 Clearwater grouped short term A-1+ securities with long term securities into the AAA which they deemed comparable credit rating groupings. This has been requested
to be parsed out for future reports
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California State University Risk Management Authority
SWIFT Portfolio
Performance Summary

Period Ending 06/30/2016
Trailing Trailing Trailing Since
Account / Index Market Value 3Month ¥ 12 Month ! 3 Year " 5 Year ! inception'  viels  waAM™ puration
06/30/16 04/01/16 - 06/30/16 07/01/15 - 06/30/16 07/01/13 - 05/30/16 07/01/11 - 06/30/16 07/01/07 - 06/30/16
SWIFT - CSU Systemwide Investment Fund Trust 35,588,177 0.424% - 1L.177% 0.916% 0.782% 1.353% 0.802 1.530 1238
BafA ML 0-3 Year LIS Treasury ! _ - 0.412% 1.012% 0.744%  0.623% 1.755% 0.538 1458 1430
LAIF - Local Agency Investment Fund " 0.138% 0.433% 0.317% 0.328% 1040% 0552
Trailing
Account / Index ___QLFYI516 Q2 FY1516 Q3 FY1526 QA FY1516 12 Month ™
07/01/15 - 09/30/15 10/01/15 - 12/31/15 01/01/16 - 03/31/16 D4/01/16 - 06/30/16 07/01/15 - 06/30/16
SWIFT 0.293% _-0.200% 0.657% 0.424% 1177%
BofA ML 0-3 Year US Treasury . 0.235% -0.306% 0.670% 0412%  1012%
LaiF s 0.082% 0.094% 0.118% 0.138% 0.433%
0.800% - -
0.600% -
0.400%
e SWIFT
0.200% -
s BofA, ML 0-3 Year US Treasury {3)
s LAIF (4)
0.000% — =
-0.200%
-0.400%

{1) Represents Total Return on the portfolio {(Income Return plus Price Return)
(2) Weighted Average Maturity

(3} SWIFT Portfalio Benchmark

{4) LAIF returns caleulcated by CSUCD Treasury



Agenda Item C3
CSURMA Board of Directors
Meeting Date: November 2, 2016

ADOPTION OF MEETING DATES FOR CALENDAR YEAR 2017

ISSUE: The CSURMA has adopted a Meeting Calendar for the period of January 2017 -
December 2017. The attached calendar records the dates of all Executive Committee and Board
meetings, various conferences, and special events.

January 8, 2017 at 3:00 PM (AOA Conference, San Diego)................. EC

March 9, 2017 at 2:00 PM ..o s EC

March 10, 2017 at 8:30 AM .....ccoviiiiiiirienisieseee e EC LRP
May 3, 2017 at 2:00 PM .....ooiiiiiiieeie e BOD NMO
May 5, 2017 at 8:30 AM.....oiuiiiiiieiiieie e EC

May 5, 2017 at 10:30 AM ..o BOD
September 8, 2017 at 8:30 AM .....c.ooiviiieiieceee e EC
October 18, 2017 at 2:00 PM.......ccoociiiiiiiiiiieee s BOD NMO
October 20, 2017 8:30 AM ..ot EC
October 20, 2017 10:30 AM....coiiiiiiieiieeee s BOD

RECOMMENDATION: It is recommended that the Board of Directors adopt these meeting
dates for calendar year 2017 as recommended by the Executive Committee, per the attached
calendar.

FISCAL IMPACT: Staff continues to consolidate meetings to reduce travel time and expenses.

BACKGROUND: CSURMA's Joint Powers Agreement establishes a Board and Executive
Committee structure for governance. The CSURMA Board meets twice per year.

PUBLICATION: The approved calendar will be posted on the CSURMA website and will be
included in all of the agenda packets

ATTACHMENT(S):

a. CSURMA Proposed Meeting Dates for Calendar Year 2017
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California State University Risk Management Authority

JANUARY

2017 CSURMA MEETING CALENDAR

FEBRUARY MARCH
Date Time Committee Location Date Time Committee Location Date Time Committee Location
8 3:00 PM EC (AOA Conference) San Diego 23 1:00 PM PC Teleconference 9 10:00 AM AORMA TBD
8-11 AOA Annual Conference San Diego 9 2:00 PM EC TBD
TBD AIME TBD 10 8:30 AM EC LRP TBD
Date Time Committee Location Date Time Committee Location Date Time Committee Location
3 2:00 PM BOD Orientation Teleconference |TBD AOAEC TBD
4 10:00 AM AORMA Long Beach 22 1:00 PM PC Teleconference
5 8:30 AM EC Long Beach
5 10:30 AM BOD Long Beach
TBD AIME TBD
SEPTEMBER
Date Time Committee Location Date Time Committee Location Date Time Committee Location
TBD 11:00 AM AORMA Officers Retreat TBD TBD AOAEC TBD 6 9:00 AM AORMA New Member TBD
6 10:00 AM AORMA LRP TBD
7 9:00 AM AORMA TBD
7 4:00 PM EC Orientation TBD
8 8:30 AM EC TBD
28 1:00 PM PC Teleconference
OCTOBER NOVEMBER DECEMBER
Date Time Committee Location Date Time Committee Location Date Time Committee Location
18 2:00 PM BOD Orientation Teleconference TBD AOAEC TBD 7 10:00 AM AORMA TBD
19 10:00 AM AORMA Long Beach 30 8:00 AM PC San Francisco 8 8:30 AM EC TBD
20 8:30 AM EC Long Beach ¥ 8:00-AM PC San-Franecisco
20 10:30 AM BOD Long Beach
TBD AIME TBD

AORMA = Auxiliary Organizations Risk Management Alliance Committee
AIME = Athletic Injury Medical Expense Committee
MSLCTC = AORMA Member Services, Loss Control & Training Committee

PC = AORMA Programs Committee
AORMA LRP = AORMA Long Range Planning Meeting
AOA = CSU Auxiliary Organizations Association
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EC = CSURMA Executive Committee
EC LRP = EC Long Range Planning Meeting
BOD = CSURMA Board of Directors



Agenda Item D1
CSURMA Board of Directors
Meeting Date: November 2, 2016

INDEPENDENT AUDITOR’S FINANCIAL AUDIT
AT JUNE 30, 2016

ISSUE: Pursuant to Section 16(d) of the CSURMA Joint Exercise of Powers Agreement,
CSURMA contracted the independent audit firm KPMG to conduct an annual fiscal year audit
(as of June 30, 2016) of the financial position of CSURMA. The CSURMA Treasurer and
Accounting Staff will be present at today’s meeting to review the report.

RECOMMENDATION: Staff recommends that the Board review and accept the audited
financial reports, as appropriate.

FISCAL IMPACT: None.

BACKGROUND: Section 16(d) of the California State University Risk Management Authority
Joint Exercise of Power Agreement requires that an annual audit be completed for all accounts
and financial statements of CSURMA.

PUBLICATION: The Financial Audit will be uploaded to the CSURMA website.

ATTACHMENT(S):

a. The Independent Auditor’s Financial Audit Report as of June 30, 2016
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KPMG LLP

Suite 700

20 Pacifica

Irvine, CA 92618-3391

September 22, 2016

The Board of Directors

California State University Risk Management Authority
401 Golden Shore

Long Beach, California 90802

Ladies and Gentlemen:

We have audited the financial statements of the California State University Risk Management
Authority (the Authority) as of and for the years ended June 30, 2016 and 2015, and issued.our
report thereon under date of September 22, 2016. Under our professional standards, we are
providing you with the accompanying information related to the conduct of our audits.

Our Responsibility Under Professional Standards

We are responsible for forming and expressing an opinion about whether the financial statements,
that have been prepared by management with the oversight of the Board of Directors (the Board),
are presented fairly, in all material respects, in conformity with U.S. generally accepted accounting
principles. We have a responsibility to perform our audit of the financial statements in accordance
with auditing standards generally accepted in the United States of America. In carrying out this
responsibility, we planned and performed the audit to obtain reasonable assurance about whether
the financial statements as a whole are free of material misstatement, whether caused by error or
fraud. Because of the nature of audit evidence and the characteristics of fraud, we are to obtain
reasonable, not absolute, assurance that material misstatements are detected. We have no
responsibility to plan and perform the audit to obtain reasonable assurance that misstatements,
whether caused by error or fraud, that are not material to the financial statements are detected. Our
audits do not relieve management or the Board of their responsibilities.

In addition, in planning and performing our audit of the financial statements, we considered
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control.

We also have a responsibility to communicate significant matters related to the financial statement
audit that are, in our professional judgment, relevant to the responsibilities of the Board in
overseeing the financial reporting process. We are not required to design procedures for the
purpose of identifying other matters to communicate to you.

KPMG LLP is a Delaware hmited fiability partnership,
the U.S. member firm of KPMG International Cooperative
{*KPMG Internaticnal ™), a Swiss entity.



The Board of Directors

California State University Risk Management Authority
September 22, 2016

Page 2 of 4

Other Information in Documents Containing Audited Financial Statements

Our responsibility for other information in documents containing the Authority’s financial
statements and our auditors’ report thereon does not extend beyond the financial information
identified in our auditors’ report, and we have no obligation to perform any procedures to
corroborate other information contained in these documents. We have, however, read the other
information included in Authority’s financial statements, and no matters came to our attention that
cause us to believe that such information, or its manner of presentation, is materially inconsistent
with the information, or manner of its presentation, appearing in the financial statements.

Accounting Practices and Alternative Treatments
Significant Accounting Policies

The significant accounting policies used by the Authority are described in note 2 to the financial
statements. As described in note 2, in order to comply with the requirements of U.S. generally
accepted accounting principles, the Authority adopted GASB 72 — Fair Value Measurements and
Applications effective July 1, 2015.

Unusual Transactions

We encountered no significant unusual transactions during the performance of our audits.

Qualitative Aspects of Accounting Practices

We have discussed with the Board and management our judgments about the quality, not just the
acceptability, of the Authority’s accounting principles as applied in its financial reporting. The
discussions generally included such matters as the consistency of the Authority’s accounting
policies and their application, and the understandability and completeness of the Authority’s
financial statements, which include related disclosures.

Management Judgments and Accounting Estimates

The preparation of the financial statements requires management of the Authority to make a
number of estimates and assumptions relating to the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period.

Management’s estimate of the claims liability for losses and loss adjustment expense is based on
analysis of historical claims. We evaluated the key factors and assumptions used to develop the
liability, including possible management bias in developing the estimate and, in determining that
the claims liability is reasonable in relation to the financial statements as a whole.

Management’s estimate of the amounts recoverable related to reinsurance agreements are based
on paid claims and claim adjustment expense. We evaluated the assumptions used to develop the
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The Board of Directors

California State University Risk Management Authority
September 22, 2016

Page 3 of 4

estimated amounts due from reinsurers in determining that the estimated amounts recoverable
were reasonable in relation to the financial statements taken as a whole.

Management’s estimates of the fair values of various accounts are described in the notes to the
financial statements.

Uncorrected and Corrected Misstatements

Uncorrected Misstatements

In connection with our audit of the Authority’s financial statements, we have discussed with
management certain financial statement misstatements that have not been corrected in the
Authority’s books and records as of and for the year ended June 30, 2016. We have reported such
misstatements to management on a Summary of Audit Misstatements and have received written
representations from management that management believes that the effects of the uncorrected
financial statement misstatements are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole. Attached is a copy of the summary that has been provided
to, and discussed with, management.

Corrected Misstatements

None noted.

Disagreements with Management

There were no disagreements with management on financial accounting and reporting matters that
would have caused a modification of our auditors’ reports on the Authority’s financial statements.
Management’s Consultation with Other Accountants

None noted.

Significant Issues Discussed, or Subject to Correspondence, with Management
Major Issues Discussed with Management Prior to Retention

We generally discuss a variety of matters with the Board and management each year prior to our
retention by the Board as the Authority’s auditors. However, these discussions occurred in the
normal course of our professional relationship and our responses were not a condition to our
retention.
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California State University Risk Management Authority
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Material Written Communications

Attached to this letter please find copies of the following material written communications
between management and us:

1. Engagement letter
2. Management representation letter

Significant Difficulties Encountered During the Audit

We encountered no significant difficulties in dealing with management in performing our audit.

Other Significant Findings or Issues

None noted.

Independence

Our professional standards and other regulatory requirements specify that we communicate all
relationships between our firm and the Authority and persons in financial reporting oversight roles
at the Authority that may reasonably be thought to bear on auditor independence.

Confirmation of Audit Independence

We hereby confirm that as of the date of this letter, we are independent accountants with respect
to the Authority under relevant professional and regulatory standards.

% ok %k k k %k %k

This letter to the Board is intended solely for the information and use of the Board and
management, and is not intended to be and should not be used by anyone other than these specified
parties.

Very truly yours,

KPMe P

Irvine, California
September 22, 2016
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M KPMG LLP Telephone  +1 949 885 5400

Suite 700 Fax +1 949 885 5410
20 Pacifica Internet www.us.kpmg.com
Irvine, CA 92618-3391

April 26, 2016

California State University
401 Golden Shore, 5 Floor
Long Beach, California 90802-4210

Attention: Mary Ek, Assistant Vice Chancellor and Controller
Ladies and Gentlemen:

This letter (the Engagement Letter) confirms our understanding of our engagement to provide
professional services to California State University (CSU).

Objectives and Limitations of Services
Financial Statement Audit Services

You have requested that we audit CSU’s financial statements as set forth in Appendix 1.

We have the responsibility to conduct and will conduct the audit of the financial statements in
accordance with auditing standards generally accepted in the United States of America and the
standards for financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, with the objective of expressing an opinion as to
whether the presentation of the financial statements that have been prepared by management
with the oversight of those charged with governance, conforms with U.S. generally accepted
accounting principles.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. In conducting the audit, we will perform tests of the
accounting records and such other procedures, as we consider necessary in the circumstances,
based on our judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to error or fraud, to provide a reasonable basis for our opinion
on the financial statements. We also will evaluate the appropriateness of accounting policies
used and the reasonableness of significant accounting estimates made by management, and
evaluate the overall financial statement presentation.

Our audit of the financial statements will be planned and performed to obtain reasonable, but not
absolute, assurance about whether the financial statements are free of material misstatement,
whether caused by error or fraud. Absolute assurance is not attainable because of the nature of
audit evidence and the characteristics of fraud. Because of the inherent limitations of an audit,
together with the inherent limitations of internal control, there is an unavoidable risk that some
material misstatements, fraud (including fraud that may be an illegal act), and other illegal acts
may exist and not be detected by an audit of financial statements even though the audit is
properly planned and performed in accordance with auditing standards generally accepted in the

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG Intemationa! Cooperative
{"KPMG International™), a Swiss entity.
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United States of America and Government Auditing Standards. Also, an audit is not designed to
detect matters that are immaterial to the financial statements, and because the determination of
abuse is subjective, Government Auditing Standards do not expect auditors to detect abuse.

We will also perform certain limited procedures to the required supplementary information as
required by auditing standards generally accepted in the United States of America. However, we
will not express an opinion or provide any assurance on the information. Our report relating to
the financial statements will include our consideration of required supplementary information.

Subject to the remainder of this paragraph, we will issue a written report upon completion of our
audit of CSU’s financial statements addressed to the Board of Trustees of CSU. We cannot
provide assurance that an unmodified opinion will be expressed. Circumstances may arise in
which it is necessary for us to modify our opinion, add emphasis-of-matter or other-matter
paragraphs or withdraw from the engagement. If, during the performance of our audit
procedures such circumstances arise, we will communicate to the audit committee our reasons
for modification or withdrawal.

Internal Control over Financial Reporting and Compliance and Other Matters

In making our risk assessments as part of planning and performing our audit of the financial
statements, we will consider CSU’s internal control relevant to the preparation and fair
presentation of the financial statements in order to determine the nature, timing, and extent of
our audit procedures for the purpose of expressing an opinion on the financial statements but not
for the purpose of expressing an opinion on the effectiveness of the CSU’s internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of CSU’s compliance with certain provisions of
laws, regulations, contracts and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. However, our objective is not to provide an
opinion on compliance with such provisions.

In accordance with Government Auditing Standards, we will prepare a written report, Report on
Internal Control Over Financial Reporting and Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance With Government Auditing Standards
(GAGAS report), on our consideration of internal control over financial reporting and tests of
compliance made as part of our audit of the financial statements. While the objective of our audit
of the financial statements is not to report on CSU’s internal control and we are not obligated to
search for material weaknesses or significant deficiencies as part of our audit of the financial
statements, this report will include any material weaknesses and significant deficiencies to the
extent they come to our attention. A material weakness is a deficiency, or combination of
deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the financial statements will not be prevented or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance. This report will also include instances of:
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—  Fraud and noncompliance with provisions of laws or regulations that have a material effect
on the financial statements or other financial data significant to the audit objectives and any
other instances that warrant the attention of those charged with governance;

— Noncompliance with provisions of contracts or grant agreements that has a material effect on
the determination of financial statement amounts or other financial data significant to the
audit objectives; or

— Abuse that is material, either quantitatively or qualitatively.
The report will describe its purpose and will state that it is not suitable for any other purpose.

In accordance with Government Auditing Standards, we will also issue a management letter to
communicate instances of noncompliance with provisions of contracts or grant agreements or
abuse that have an effect on the financial statements that is less than material but warrant the
attention of those charged with governance.

In accordance with Government Auditing Standards, we are also required in certain
circumstances to report fraud, noncompliance with provisions of laws, regulations, contracts, or
grant agreements, or abuse directly to parties outside the auditee.

Uniform Guidance Audit Services

We will also perform audit procedures with respect to CSU’s major federal programs in
accordance with Title 2 U.S. Code of Federal Regulations Part 200 (2 CFR 200), Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(“the Uniform Guidance™). The Uniform Guidance includes specific audit requirements, mainly
in the areas of internal control and compliance with federal statutes, regulations, and the terms
and conditions of federal awards that may have a direct and material effect on each of CSU’s
major federal programs that exceed those required by Government Auditing Standards.

As part of our audit procedures performed in accordance with the provisions of the Uniform
Guidance, we will perform tests to evaluate the effectiveness of the design and operation of
internal controls that we consider relevant to preventing or detecting material noncompliance
with federal statutes, regulations, and the terms and conditions of federal awards that may have a
direct and material effect on each of CSU’s major federal programs. The tests of internal control
performed in accordance with the Uniform Guidance are less in scope than would be necessary
to render an opinion on internal control.

In relation to compliance with the program requirements applicable to its federal programs,
management acknowledges and understands its responsibility for:

e Identifying the CSU’s government programs and understanding and complying with the
compliance requirements.
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e Establishing and maintaining effective controls that provide reasonable assurance that
the CSU administers government programs in compliance with the compliance
requirements.

¢ Evaluating and monitoring the CSU’s compliance with the compliance requirements.

e Taking corrective action when instances of noncompliance are identified, including
corrective action on audit findings of the compliance audit.

We will perform tests of CSU’s compliance with federal statutes, regulations, and the terms and
conditions of federal awards we determine to be necessary based on the OMB Compliance
Supplement. The procedures outlined in the OMB Compliance Supplement are those suggested
by each federal agency and do not cover all areas of regulations governing each program.
Program reviews by federal agencies may identify additional instances of noncompliance.

As required by the Uniform Guidance, we will prepare a written report which provides our
opinion on the schedule of expenditures of federal awards in relation to CSU’s financial
statements. In addition, we will prepare a written report (single audit report) which 1) provides
our opinion on CSU’s compliance with federal statutes, regulations, and the terms and
conditions of federal awards that may have a direct and material effect on each of its major
federal programs and 2) communicates our consideration of internal control over major federal
programs. The single audit report will describe its purpose and will state that it is not suitable for
any other purpose.

The Federal Audit Clearinghouse requires the single audit reporting package, which includes the
audited financial statements, to be submitted in a PDF format which is text searchable,
unencrypted, and unlocked. This letter serves as CSU’s authorization for the submission of the
reporting package in this format.

Offering Documents

Should CSU wish to include or incorporate by reference these financial statements and our audit
reports thereon into an offering of exempt securities, prior to our consenting to include or
incorporate by reference our reports on such financial statements, we would consider our consent
to the inclusion of our report and the terms thereof at that time. We will be required to perform
procedures as required by the standards of the American Institute of Certified Public
Accountants, including, but not limited to, reading other information incorporated by reference
in the offering document and performing subsequent event procedures. Our reading of the other
information included or incorporated by reference in the offering document will consider
whether such information, or the manner of its presentation, is materially inconsistent with
information, or the manner of its presentation, appearing in the financial statements. However,
we will not perform procedures to corroborate such other information (including
forward-looking statements). The specific terms of our future services with respect to future
offering documents will be determined at the time the services are to be performed.
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Should CSU wish to include or incorporate by reference these financial statements and our audit
reports thereon into an offering of exempt securities without obtaining our consent to include or
incorporate by reference our reports on such financial statements, and we are not otherwise
associated with the offering document, then CSU agrees to include the following language in the
offering document:

“KPMG LLP, our independent auditor, has not been engaged to perform and has not
performed, since the date of its report included herein, any procedures on the financial
statements addressed in that report. KPMG LLP also has not performed any procedures
relating to this official statement.”

Our Responsibility to Communicate with the Board of Trustees

We will report to the audit committee or those charged with governance, in writing, the
following matters:

o Material, corrected misstatements that were brought to the attention of management as a
result of audit procedures.

° Uncorrected misstatements accumulated by us during the audit and the effect that they,
individually or in the aggregate, may have on our opinion in the auditor’s report, and the
effect of uncorrected misstatements related to prior periods.

e Significant difficulties and disagreements with management, if any, encountered during
our audit.

° Other matters required to be communicated by auditing standards generally accepted in
the United States of America.

We will also read minutes, if any, of relevant committee meetings for consistency with our
understanding of the communications made to the audit committee and determine that the audit
committee has received copies of all material written communications between ourselves and
management. We will also determine that the audit committee has been informed of i) the initial
selection of, or the reasons for any change in, significant accounting policies or their application
during the period under audit, ii) the methods used by management to account for significant
unusual transactions, and iii) the effect of significant accounting policies in controversial or
emerging areas for which there is a lack of authoritative guidance or consensus.

To the extent that they come to our attention, we will inform the appropriate level of
management about any illegal acts, unless they are clearly inconsequential, material errors in the
financial statements and any instances of fraud. Further, to the extent they come to our attention,
we also will communicate directly to the audit committee illegal acts, unless they are clearly
inconsequential, material errors in the financial statements and any instances of fraud that
involve senior management or that, in our judgment, cause a material misstatement of the
financial statements.
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Management Responsibilities

The management of CSU acknowledges and understands that they have responsibility for the
preparation and fair presentation, in accordance with U.S. generally accepted accounting
principles, of the financial statements and all representations contained therein. Management
also is responsible for identifying and ensuring that CSU complies with laws, regulations,
contracts, and grant agreements applicable to its activities, and for informing us of any known
material violations of such laws and regulations and provisions of contracts and grant
agreements. Management also is responsible for preventing and detecting fraud, including the
design and implementation of programs and controls to prevent and detect fraud, for adopting
sound accounting policies, and for the design, implementation and maintenance of internal
control relevant to the preparation and fair presentation of the financial statements and to provide
reasonable assurance against the possibility of misstatements that are material to the financial
statements whether due to error or fraud. Management is also responsible for informing us, of
which it has knowledge, of all material weaknesses and significant deficiencies in the design or
operation of such controls. The audit of the financial statements does not relieve management or
those charged with governance of their responsibilities.

Management of CSU also acknowledges and understands that it is their responsibility to provide
us with: i) access to all information of which management is aware that is relevant to the
preparation and fair presentation of the financial statements and the compliance requirements
applicable to its federal programs such as records, documentation, and other matters; ii)
additional information that we may request from management for purposes of the audits; and iii)
unrestricted access to persons within the entity from whom we determine it necessary to obtain
audit evidence. As required by auditing standards generally accepted in the United States of
America, we will make specific inquiries of management about the representations embodied in
the financial statements and the effectiveness of internal control, and obtain a representation
letter from management about these matters. The responses to our inquiries, the written
representations, and the results of audit tests, among other things, comprise the evidential matter
we will rely upon in forming an opinion on the financial statements.

In addition to the Uniform Guidance requirements to maintain internal control and comply with
the compliance requirements applicable to federal programs as discussed above, the Uniform
Guidance also requires CSU to prepare a:

. Schedule of expenditures of federal awards;
. Summary schedule of prior audit findings;
) Corrective action plan; and

. Data collection form (Part I).

While we may be separately engaged to assist you in the preparation of these items, preparation
is the responsibility of CSU.
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Certain provisions of the Uniform Guidance allow a granting agency to request that a specific
program be selected as a major program provided that the federal granting agency is willing to
pay the incremental audit cost arising from such selection. CSU agrees to notify KPMG LLP
(KPMG) of any such request by a granting agency and to work with KPMG to modify the terms
of this letter as necessary to accommodate such a request.

To facilitate our audit planning, in accordance with Governmment Auditing Standards,
management agrees to identify and provide copies of reports, if applicable, of previous audits,
attestation engagements, or other studies that directly relate to the objectives of the audit,
including whether related recommendations have been implemented, prior to June 30, 2016.

Management is responsible for adjusting the financial statements to correct material
misstatements and for affirming to us in the representation letter that the effects of any
uncorrected misstatements aggregated by us during the current engagement and pertaining to the
latest period presented are immaterial, both individually and in the aggregate, to the financial
statements being reported upon, taken as a whole. Because of the importance of management’s
representations to the effective performance of our services, CSU will release KPMG and its
personnel from any claims, liabilities, costs and expenses relating to our services under this letter
attributable to any misrepresentations in the representation letter referred to above. The
provisions of this paragraph shall apply regardless of the form of action, damage, claim, liability,
cost, expense, or loss asserted, whether in contract, statute, tort (including but not limited to
negligence) or otherwise.

Management is also responsible for providing us with written responses in accordance with
Government Auditing Standards to the findings included in the GAGAS or single audit report
within 14 days of being provided with draft findings. If such information is not provided on a
timely basis prior to release of the reports, the reports will indicate the status of management’s
responses.

Management is responsible for the distribution of the reports issued by KPMG.

Non-audit service - Assistance in Preparing Financial Statements

We will assist management in preparing the financial statements and related notes in accordance
with U.S. generally accepted accounting principles. We will use information from the trial
balance and/or other source documents provided by management to assist management in
preparing the financial statements and related notes.

Our responsibility is to assist management in preparing the financial statements and related notes
using the information provided by management. We will not assume management
responsibilities on behalf of CSU. However, we will provide advice and recommendations to
assist management of CSU in performing its responsibilities.

CSU agrees to:

] Assume all management responsibilities, including determining the accuracy and
completeness of the financial statements and notes.
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° Assign a suitable employee with appropriate skills, knowledge and/or experience to
oversee the financial statement preparation assistance and evaluate the adequacy and
results of the services.

. Accept responsibility for the results of the financial statement preparation assistance.

Dispute Resolution

Any dispute or claim arising out of or relating to this Engagement Letter or the services provided
hereunder, or any other audit or attest services provided by or on behalf of KPMG or any of its
subcontractors or agents to CSU or at its request, shall be ruled by the provisions set forth in the
MEA #4422 dated December 17, 2014.

Other Matters

In the event that any term or provision of this Engagement Letter shall be held to be invalid, void
or unenforceable, then the remainder of the Engagement Letter shall not be affected, and each
such term and provision shall be valid and enforceable to the fullest extent permitted by law.

This letter shall serve as CSU’s authorization for the use of e-mail and other electronic methods
to transmit and receive information, including confidential information, between KPMG and
CSU and between KPMG and outside specialists or other entities engaged by either KPMG or
CSU. CSU acknowledges that e-mail travels over the public Internet, which is not a secure
means of communication and, thus, confidentiality of the transmitted information could be
compromised through no fault of KPMG. KPMG will employ commercially reasonable efforts
and take appropriate precautions to protect the privacy and confidentiality of transmitted
information.

Further, for purposes of the services described in this letter only, CSU hereby grants to KPMG a
limited, revocable, non-exclusive, non-transferable, paid up and royalty-free license, without
right of sublicense, to use all logos, trademarks and service marks of CSU solely for
presentations or reports to CSU or for internal KPMG presentations and intranet sites.

KPMG is a limited liability partnership comprising both certified public accountants and certain
principals who are not licensed as certified public accountants. Such principals may participate
in the engagements to provide the services described in this letter.

KPMG, as an accounting firm, has an obligation to comply with applicable professional
standards. Certain professional standards, including AICPA Code of Professional Conduct
Section 1.700, “Confidential Client Information Rule,” adopted by the American Institute of
Certified Public Accountants and similar rules adopted by the boards of accountancy of many
states, prohibit the disclosure of client confidential information without client consent, except in
limited circumstances. KPMG represents to CSU that KPMG will treat CSU’s confidential
information in accordance with applicable professional standards.

KPMG may work with and use the services of other members of the international KPMG
network of independent firms and entities controlled by, or under common control with, one or
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more KPMG member firms (together with KPMG, the “KPMG Firms”) to provide services to
CSU. In connection with the performance of services under this Engagement Letter, the KPMG
Firms may, in their discretion, utilize the services of third party service providers within or
outside of the United States to complete the services under this Engagement Letter. KPMG
Firms and such third parties may have access to your confidential information from offshore
locations. In addition, KPMG uses third party service providers within and outside of the United
States to provide, at its direction, back-office administrative and clerical services to KPMG and
these third party service providers may in the performance of such services have access to your
confidential information. KPMG represents that it has technical, legal and/or other safeguards,
measures and controls in place to protect your confidential information from unauthorized
disclosure or use.

You also understand and agree that the KPMG Firms, with the assistance of third parties as
outlined above, may use your confidential information obtained to complete this engagement for
other purposes, such as improving the delivery of audit and other services to you and to other
clients and for use in presentations to you, other clients and non-clients. When your confidential
information is used outside of the KPMG Firms or third parties discussed above for any purpose
other than the provision of audit or other services to you, back-office administrative and clerical
services to KPMG or service quality improvement, it will be de-identified so that CSU cannot be
attributed as the source of the information.

Except as otherwise provided for in this Engagement Letter, neither party may assign, transfer or
delegate any of its rights, obligations, claims or proceeds from claims arising under or relating to
this Engagement Letter (including by operation of law, in which case the assigning party will, to
the extent legally permissible, give as much advance written notice as is reasonably practicable
thereof) without the prior written consent of the other party, such consent not to be unreasonably
withheld. Any assignment in violation hereof shall be null and void.

The audit documentation for this engagement is the property of KPMG. If KPMG receives a
subpoena; other validly issued administrative, judicial, government or investigative regulatory
demand or request; or other legal process requiring it to disciose CSU’s confidential information
(“Legal Demand”), KPMG shall, unless prohibited by law or such Legal Demand, provide
prompt written notice to CSU of such Legal Demand in order to permit it to seek a protective
order. So long as KPMG gives notice as provided herein, KPMG shall be entitled to comply
with such Legal Demand to the extent required by law, subject to any protective order or the like
that may have been entered in the matter. In the event KPMG is requested or authorized by
CSU, or is required by law, rule, regulation or Legal Demand in a proceeding or investigation to
which KPMG is not a named party or respondent, to produce KPMG’s documents or personnel
as witnesses or for interviews, or otherwise to make information relating to the service under the
Engagement Letter available to a third party, or CSU, CSU shall reimburse KPMG for its
professional time, at its then-current standard hourly rates, and expenses, including reasonable
attorneys’ fees and expenses, incurred in producing documents or personnel or providing
information pursuant to such requests, authorizations or requirements,

40



California State University
April 26, 2016
Page 10 of 11

Pursuant to Government Auditing Standards, we are required to make certain audit
documentation available in a full and timely manner to Regulators upon request for their reviews
of audit quality and for use by their auditors. In addition, we may also be requested to make
certain audit documentation available to Regulators pursuant to authority provided by law or
regulation. If so requested, access to such audit documentation will be provided. Furthermore,
Regulators may obtain copies of selected audit documentation. Such regulators may intend, or
decide, to distribute the copies or information contained therein to others, including other
government agencies.

As required by Government Auditing Standards, we have attached a copy of KPMG’s most
recent peer review report.

Additional Reports and Fees for Services

Appendix I to this letter lists the additional reports we will issue as part of this engagement and
our fees for professional services to be performed under this letter.

In addition, fees for any special audit-related projects, such as research and/or consultation on
special business or financial issues, will be billed separately from the audit fees for professional
services set forth in Appendix I and may be subject to written arrangements supplemental to
those in this letter.

%k ok %k dk ok Kk *k

Our engagement herein is for the provision of annual audit services for the financial statements
and the Uniform Guidance for the periods described in Appendix I, and it is understood that such
services are provided as a single annual engagement. Pursuant to our arrangement as reflected in
this letter we will provide the services set forth in Appendix I as a single engagement for each of
CSU’s subsequent fiscal years until either those charged with governance or we terminate this
agreement, or mutually agree to the modification of its terms. The fees for each subsequent year
will be annually subject to negotiation and approval by those charged with governance.

This Engagement Letter and any exhibits, attachments and appendices hereto, and amendments
thereto agreed in writing by the parties, shall constitute the entire agreement between KPMG and
CSU with respect to the subject matter hereof and thereof, and supersede all other previous oral
and written representations, understandings or agreements relating to the subject matter of this
agreement.
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We shall be pleased to discuss this letter with you at any time. For your convenience in
confirming these arrangements, we enclose a copy of this letter. Please sign and return it to us to
indicate your acknowledgement of, and agreement with, the arrangements for our audit of the
financial statements including our respective responsibilities.

Very truly yours,
KPMGLLP

ol T

Mark T. Thomas
Partner

Enclosures
MTT:1s:glb:T1501_v3

ACCEPTED:

California State University
AQ /Z nh‘/‘f( A\

Authorized Signature

Interim Associate Director

Title

Jul 26, 2016
Date T
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Appendix I
Fees for Services

Based upon our discussions with and representations of management, our fees for services we will
perform are estimated as follows:

Audit of the financial statements of CSU as of and for the
year ended June 30, 2016 per the billing schedule $2,100,000

The reports that we will issue as part of and upon completion of this engagement are as follows:

Report

CSU Combined Financial Statements

CSU Combined Financial Statements with
Supplementary Information

Revenue Bond Programs Financial Statements

Federal Funds (A-133 Single Audit)

Other Reports to be issued:

CSU Risk Management Authority
California State University Institute
Stockton Center Site Authority

Other Required Tasks:
GAAP Manual and Year End Workshop

Additional procedures, subject to the CSU’s advance approval, $ 100,000
including the review of Auxiliary Organization financial

information, implementation of GASB pronouncements of

unusual complexity, and other additional procedures as

necessary (to be billed based on the number of hours

incurred and approved by the CSU).

The above estimates are based on the level of experience of the individuals who will perform the
services. Our fees are based on significantly discounted hourly rates and include all out-of-pocket
expenses.

Where KPMG is reimbursed for expenses, it is KPMG’s policy to bill clients the amount incurred at
the time the good or service is purchased. If KPMG subsequently receives a volume rebate or other
incentive payment from a vendor relating to such expenses, KPMG does not credit such payment to
the client. Instead, KPMG applies such payments to reduce its overhead costs, which costs are taken
into account in determining KPMG’s standard billing rates and certain transaction charges which may
be charged to clients.

All fees, charges and other amounts payable to KPMG under the Engagement Letter do not include
any sales, use, excise, value added, income or other applicable taxes, tariffs or duties, payment of
which shall be CSU’s sole responsibility, excluding any applicable taxes based on KPMG’s net
income or taxes arising from the employment or independent contractor relationship between KPMG
and its personnel.

I-1
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AI PA « American Institute of CPA
C Peer Review Program 220 Leigh Farm Road

Administered by the National Peer Review Commitiee Durham, NC 27707-8110

December 11, 2014

John B Veihmeyer, CPA
KPMG LLP

345 Park Ave

New York, NY 10154

Dear Mr. Veihmeyer:

It is my pleasure to notify you that on December 11, 2014 the National Peer Review Committee accepted
the report on the most recent system peer review of your firm. The due date for your next review is
September 30, 2017. This is the date by which all review documents should be completed and submitted
to the administering entity.

As you know, the report had a peer review rating of pass. The Committee asked me to convey its
congratulations to the firm.

Sincerely,

7,

Larry Gray

Chair, National Peer Review Committee
nprc@aicpa.org 919 402.4502

cc: Keith Robert Rowden; Thomas W Whittle

Firm Number: 10054128 Review Number 359579

Letter ID: 945097

T.1.819.402.4502 | F:.1.919.402.4876 | npre@aicpa.org
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System Review Report

To the Partners of KPMG LLP
And the National Peer Review Committee of the AICPA Peer Review Board

We have reviewed the system of quality control for the accounting and auditing practice of
KPMG LLP (the Firm), applicable to engagements not subject to PCAOB permanent inspection,
in effect for the year ended March 31, 2014. Our peer review was conducted in accordance with
the Standards for Performing and Reporting on Peer Reviews established by the Peer Review
Board of the American Institute of Certified Public Accountants. As part of our peer review, we
considered reviews by regulatory entities, if applicable, in determining the nature and extent of
our procedures. The Firm is responsible for designing a system of quality control and complying
with it to provide the Firm with reasonable assurance of performing and reporting in conformity
with applicable professional standards in all material respects. Our responsibility is to express
an opinion on the design of the system of quality control and the Firm's compliance therewith
based on our review. The nature, objectives, scope, limitations of, and the procedures performed
in a System Review are described in the standards at www.aicpa.org/prsummary,

As required by the standards, engagements selected for review included engagements performed
under Government Auditing Standards, audits of employee benefit plans, an audit performed
under FDICIA, audits of a carrying broker-dealers, and examinations of services organizations
[Service Organizations Control (SOC 1) engagements].

In our opinion, the system of quality control for the accounting and auditing practice of KPMG
LLP, applicable to engagements not subject to PCAOB permanent inspection, in effect for the
year ended March 31, 2014, has been suitably designed and complied with to provide the Firm
with reasonable assurance of performing and reporting in conformity with applicable
professional standards in all material respects. Firms can receive a rating of pass, pass with
deficiency(ies) or fail. KPMG LLP has received a peer review rating of pass.

Pputucmx«wc‘"’v‘*b Lef

December 5, 2014

PricewaterhouseCoopers LLP, 400 Campus Drive, Florham Park, NJ 07932
T: (973) 236 4000, F: (973) 236 5000. www.pwc.com
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California State University Risk énagement Authority

401 Golden Shore-5% Fioor. Long Beach, CA 90802
Telephone: 562-951-4621
Facsimile: 562-951-4865

September 22, 2016

KPMGLLP
20 Pacifica, Suite 700
Irvine, California 92618

Ladies and Gentlemen:

We are providing this letter in connection with your audit of the financial statements of California
State University Risk Management Authority (the Authority), a discretely presented
component unit of the California State University, and the related notes to the financial
statements, as of and for the years ended June 30, 2016 and 2015, for the purpose of expressing
opinions as to whether these financial statements present fairly, in all material respects, the
respective financial positions, changes in financial positions, and cash flows of the Authority are
in accordance with U.S. generally accepted accounting principles.

Certain representations in this letter are described as being limited to matters that are material.
Items are considered material, regardless of size, if they involve an omission or misstatement of
accounting information that, in the light of surrounding circumstances, makes it probable that the
judgment of a reasonable person relying on the information would be changed or influenced by
the omission or misstatement.

We confirm, to the best of our knowledge and belief, having made such inquiries as we considered
necessary for the purposes of appropriately informing ourselves, as of September 22, 2016, the
following representations made to you during your audits:

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter
dated April 26, 2016, for the preparation and fair presentation of the financial statements in
accordance with U.S. generally accepted accounting principles.

2.  We have made available to you:

a.  All records, documentation, and information that is relevant to the preparation and
fair presentation of the financial statements.

b.  Additional information that you have requested from us for the purpose of the audit.

¢, Unrestricted access and the full cooperation of personnel within the entity from
whom you determined it necessary to obtain audit evidence.

47



September 22, 2016
Page 2 of 8

d. All minutes of the meetings of the Board of Directors, or summaries of actions of
recent meetings for which minutes have not yet been prepared.

3. There have been no communications from regulatory agencies, governmental
representatives, employees, or others concerning investigations or allegations of
noncompliance with laws and regulations, deficiencies in financial reporting practices, or
other matters that could have a material adverse effect on the financial statements.

4. There are no:

a.  Violations or possible violations of laws or regulations, whose effects should be
considered for disclosure in the financial statements or as a basis for recording a loss
contingency.

b.  Unasserted claims or assessments that our lawyers have advised us are probable of
assertion and must be disclosed in accordance with paragraphs 96 - 113 of
Governmental Accounting Standards Board (GASB) Statement No. 62, Codification
of Accounting and Financial Reporting Guidance Contained in Pre-November 30,
1989 FASB and AICPA Pronouncements.

c.  Other liabilities or gain or loss contingencies that are required to be accrued or
disclosed by GASB Statement No. 62, paragraphs 96 — 113,

d. Material transactions, for example, grants and other contractual arrangements, that
have not been properly recorded in the accounting records underlying the financial
statements.

€.  Side agreements or other arrangements (either written or oral) that have not been
disclosed to you.

f.  Events that have occurred subsequent to the date of the statement of net position and
through the date of this letter that would require adjustment to or disclosure in the
financial statements.

5. All known actual or possible litigation and claims have been accounted for and disclosed in
accordance with GASB Statement No. 62, paragraphs 96 — 113,

6.  Webelieve that the effects of the uncorrected financial statement misstatements summarized
in the accompanying schedule are immaterial, both individually and in the aggregate, to the
financial statements for each respective opinion unit.

7. We acknowledge our responsibility for the design, implementation and maintenance of
programs and controls to prevent, deter, and detect fraud; for adopting sound accounting
policies; and for the design, implementation, and maintenance of internal control relevant to
the preparation and fair presentation of the financial statements and to provide reasonable
assurance against the possibility of misstatements that are material to the financial statements
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10.

11.

12.

13.

14.

whether due to error or fraud. We understand that the term “fraud” includes misstatements
arising from fraudulent financial reporting and misstatements arising from misappropriation
of assets. Misstatements arising from fraudulent financial reporting are intentional
misstatements or omissions of amounts or disclosures in financial statements to deceive
financial statement users. Misstatements arising from misappropriation of assets involve the
theft of an entity’s assets where the effect of the theft causes the financial statements not to
be presented in conformity with U.S. generally accepted accounting principles.

We have disclosed to you all deficiencies in the design or operation of internal control over
financial reporting of which we are aware, which could adversely affect the Authority’s
ability to initiate, authorize, record, process, or report financial data. We have separately
disclosed to you all such deficiencies that we believe to be significant deficiencies and
material weaknesses in internal control over financial reporting, in accordance with the
definitions in AU-C Section 265, Communicating Internal Control Related Matters
Identified in an Audit.

We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud affecting the Authority’s financial
statements involving:

a. Management,
b. Employees who have significant roles in internal control over financial reporting, or

c.  Others where the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the
Authority’s financial statements received in communications from employees, former
employees, analysts, regulators, or others.

The Authority has no plans or intentions that may materially affect the carrying value or
classification of assets, deferred outflows of resources, liabilities, and deferred inflows of
resources.

We have no knowledge of any officer or Board Member of the Authority, or any other person
acting under the direction thereof, having taken any action to fraudulently influence, coerce,
manipulate, or mislead you during your audits.

The following have been properly recorded or disclosed in the financial statements:

a. Related party relationships and transactions of which we are aware in accordance
with the requirements of U.S. generally accepted accounting principles, including
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IS.

16.

17.

18.

19.

sales, purchases, loans, transfers, leasing arrangements, guarantees, ongoing
contractual commitments, and amounts receivable from or payable to related parties.
The term "related party” refers to government’s related organizations, joint ventures,
and jointly governed organizations, as defined in GASB Statement No. 14, The
Financial Reporting Entity, as amended; elected and appointed officials of the
government; its management; members of the immediate families of elected or
appointed officials of the government and its management; and other parties with
which the government may deal if one party can significantly influence the
management or operating policies of the other to an extent that one of the transacting
parties might be prevented from fully pursuing its own separate interests. Another
party also is a related party if it can significantly influence the management or
operating policies of the transacting parties or if it has an ownership interest in one
of the transacting parties and can significantly influence the other to an extent that
one or more of the transacting parties might be prevented from fully pursuing its own
separate interests.

b.  Guarantees, whether written or oral, under which the Authority is contingently liable,

c.  Arrangements with financial institutions involving compensating balances or other
arrangements involving restrictions on cash balances, lines of credit, or similar
arrangements,

d. Agreements to repurchase assets previously sold, including sales with recourse,
e.  Changes in accounting principle affecting consistency.

f.  Theexistence of and transactions with joint ventures and other related organizations.

The Authority has satisfactory title to ali owned assets, and there are no liens or
encumbrances on such assets, nor has any asset been pledged as collateral.

The Authority has complied with all aspects of laws, regulations, and contractual agreements
that would have a material effect on the financial statements in the event of noncompliance.

Management is responsible for compliance with the laws, regulations, and provisions of
contracts and grant agreements applicable to the Authority. Management has identified and
disclosed to you all laws, regulations, and provisions of contracts and grant agreements that
have a direct and material effect on the determination of financial statement amounts.

Interfund, internal, and intra-entity activity and balances have been appropriately classified
and reported.

Amounts advanced to related entities represent valid receivables and are expected to be
recovered at some future date in accordance with the terms of related agreements.
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20.

21.
22,

23.

24.

Receivables reported in the financial statements represent valid claims against debtors
arising on or before the date of the statement of net position and have been appropriately
reduced to their estimated net realizable value.

Deposits and investment securities are properly classified and reported.

The Authority is responsible for making the fair value measurements and disclosures
included in the financial statements in accordance with GASB Statement No. 72, Fair Value
Measurement and Application, including determining the fair value of assets and liabilities
for which there has been a significant decrease in the volume and level of activity in relation
to the normal market activity for those assets or liabilities (or similar assets or liabilities) or
for which transactions are deemed not orderly. As part of fulfilling this responsibility, we
have established an accounting and financial reporting process for determining the fair value
measurements and disclosures, in accordance with the fair value techniques included in
GASB 72, considered the appropriateness of valuation techniques including circumstances
in which a practical expedient may be used to estimate fair value, adequately supported any
significant assumptions used, and ensured that the presentation and disclosure of the fair
value measurements are in accordance with U.S. generally accepted accounting principles,
including the disclosure requirements of GASB 72. We believe the assumptions and
techniques used by us, including those used by specialists engaged by us, are in accordance
with the definition of fair value in GASB 72 and the disclosures adequately describe the
level of the inputs used in the fair value measurement, in accordance with the fair value
hierarchy in GASB 72.

The Authority is responsible for determining the fair value of certain investments as required
by GASB 72, and paragraph 11 of GASB Statement No. 31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools, as amended. The
amounts reported represent the Authority’s best estimate of the fair value of investments
required to be reported under the Statement. The Authority has also disclosed the methods
and significant assumptions used to estimate the fair value of its investments, and the nature
of investments reported at amortized cost.

The following information about financial instruments with off-balance-sheet risk and
financial instruments with concentrations of credit risk has been properly disclosed in the
financial statements:

a. The extent, nature, and terms of financial instruments with off-balance-sheet risk;

b. The amount of credit risk of financial instruments with off-balance-sheet credit risk,
and information about the collateral supporting such financial instruments; and

c. Significant concentrations of credit risk arising from all financial instruments and
information about the collateral supporting such financial instruments.
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25,

26.

27.

28.
29.

30.

31.

32

The Authority has no:

a. Commitments for the purchase or sale of services or assets at prices involving
material probable loss.

b. Loss to be sustained as a result of other-than-temporary declines in the fair value of
investments.

Components of net position (net investment in capital assets; restricted; and unrestricted) are
properly classified and, if applicable, approved.

Revenues are appropriately classified as operating or nonoperating in the statements of
revenues, expenses, and changes in net position.

The Authority has identified and properly accounted for all nonexchange transactions.

Expenses have been appropriately classified in the statements of revenues, expenses, and
changes in net position.

We have disclosed to you all accounting policies and practices we have adopted that, if
applied to significant items or transactions, would not be in accordance with U.S. generally
accepted accounting principles. We have evaluated the impact of the application of each
such policy and practice, both individually and in the aggregate, on the Authority’s current
period financial statements and the expected impact of each such policy and practice on
future periods’ financial reporting. We believe the effect of these policies and practices on
the financial statements and our assessment of internal control over financial reporting is not
material. Furthermore, we do not believe the impact of the application of these policies and
practices will be material to the financial statements in future periods.

We agree with the findings of specialists in evaluating the loss reserve and incurred but not
reported estimates related to claims and have adequately considered the qualifications of the
specialist in determining the amounts and disclosures used in the financial statements and
underlying accounting records. We did not give or cause any instructions to be given to
specialists with respect to the values or amounts derived in an attempt to bias their work, and
we are not otherwise aware of any matters that have had an impact on the independence or
objectivity of the specialists.

We acknowledge our responsibility for the presentation of the supplementary information in
accordance with the applicable criteria and:

a. Believe the supplementary information, including its form and content, is fairly
presented in accordance with the applicable criteria.

b. The methods of measurement or presentation of the supplementary information have
not changed from those used in the prior period.
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c. The significant assumptions or interpretations underlying the measurement or
presentation of the supplementary information are reasonable and appropriate in the
circumstances.

33. We acknowledge our responsibility for the presentation of the required supplementary

34

33,

36.

37.

36.

information, which includes management’s discussion and analysis and a schedule of claims
development information, in accordance with the applicable criteria and prescribed
guidelines established by the Governmental Accounting Standards Board and:

a. Believe the required supplementary information, including its form and content, is
fairly presented in accordance with the applicable criteria and prescribed guidelines.

b.  The methods of measurement or presentation of the supplementary information have
not changed from those used in the prior period.

c. The significant assumptions or interpretations underlying the measurement or

presentation of the supplementary information are reasonable and appropriate in the
circumstances.

The Authority has complied with all applicable laws and regulations in adopting, approving,
and amending budgets.

The Authority has presented management’s discussion and analysis that U.S. generally
accepted accounting principles (GAAP) requires to supplement, although not to be part of,
the financial statements.

The Authority was formed pursuant to California Government Code Section 6500 et seq.
and, as a government entity is not subject to federal or state income taxes under §115 of the
Internal Revenue Code of 1986.

KPMG LLP assisted management in drafting the financial statements and notes. In
accordance with Government Auditing Standards, we confirm that we have reviewed,
approved, and accept responsibility for the financial statements and notes.

There are no representations provided in connection with your audit of the financial
statements as of June 30, 2015 and for the year then ended that requires modification.

Further, we confirm that we are responsible for the fair presentation in the financial statements
including the statements of net position, statements of revenues, expenses, and changes in net
position, and statements of cash flows of the Authority, and the related notes to the financial
statements, in accordance with U.S. generally accepted accounting principles.

Respectfully yours,

California State University Risk Management Authority
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Robert Eaton

Treasurer
CSU Risk Management Authority

Vi, 70—

Mary Ek

Assistant Vice Chancellor/Controller, Financial Services
CSU Chancellor's Office
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KPMG LLP

Suite 700

20 Pacifica

Irvine, CA 92618-3391

Independent Auditors’ Report

The Board of Directors
California State University Risk Management Authority:

Report on the Financial Statements

We have audited the accompanying financial statements of the California State University Risk Management
Authority (the Authority), a component unit of the California State University (University), as of and for the
years ended June 30, 2016 and 2015, and the related notes to the financial statements, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the California State University Risk Management Authority as of June 30, 2016 and 2015, and

the changes in its net position and its cash flows for the years then ended, in accordance with U.S. generally
accepted accounting principles.

KPMG LLP is a Delaware [imited liability partnership,
the U.S. member firm of KPMG Intemational Cooperative
{“KPMG International ), a Swiss eﬁty.



cpnzc

Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that management’s discussion and analysis on pages
3 through 7 and the claims development information on Schedule 14 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplementary information included in Schedules 1 through 13 is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Schedules 1 through 13 are the
responsibility of management and were derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, Schedules 1 through 13 are fairly stated in all material respects in relation to the
basic financial statements as a whole.

KPMe LLP

Irvine, California
September 22, 2016
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CALIFORNIA STATE UNIVERSITY
RISK MANAGEMENT AUTHORITY
A Discretely Presented Component Unit of the California State University

Management’s Discussion and Analysis
June 30, 2016 and 2015
(Unaudited)

The following discussion and analysis provides an overview of the financial position and performance of the
California State University Risk Management Authority (the Authority) as of and for the years ended June 30,
2016 and 2015. It is designed to assist the readers in focusing on financial overview and analysis of the financial
activities of the Authority. The discussion has been prepared by management and should be read in conjunction
with the basic financial statements and accompanying notes, which follow this section.

Overview of the Financial Statements

The financial statements of the Authority as of and for the years ended June 30, 2016 and 2015 have been prepared
in accordance with Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments, as amended by
GASB Statement No. 35, Basic Financial Statements-and Management’s Discussion and Analysis-for Public
Colleges and Universities. For reporting purposes, the Authority is considered a special-purpose government
engaged in business-type activities.

The Authority’s financial statements consist of the independent auditors” report, management’s discussion and
analysis, the basic audited financial statements, notes to the financial statements, supplementary information, and
required supplementary information. The Authority’s basic financial statements are the Statement of Net Position,
the Statement of Revenues, Expenses, and Changes in Net Position, and the Statement of Cash Flows.

Statement of Net Position — The Statement of Net Position presents the financial position of the Authority at the
end of the fiscal year and includes all assets and liabilities of the Authority. The difference between total assets
and total liabilities, net position, is one indicator of the current financial condition of the Authority, while the
change in net position is an indicator of whether the overall financial condition has improved or worsened during
the year.

3 {Continued)
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June 30, 2016 and 2015
(Unaudited)

A summary of the Authority’s assets, liabilities, and net position at June 30, 2016 and 2015 is as follows:

Condensed Schedules of Net Position
June 30, 2016, 2015 and 2014

2016 2015 2014
Assets:
Current assets 43,574,000 40,301,000 45,147,000
Noncurrent assets 137,713,000 134,340,000 131,941,000
Total assets 181,287,000 174,641,000 177,088,000
Liabilities:
Current liabilities 29,769,000 33,115,000 39,953,000
Noncurrent liabilities 64,063,000 75,465,000 76,399,000
Total liabilities 93,832,000 108,580,000 116,352,000
Net position:
Unrestricted 87,455,000 66,061,000 60,736,000
Total net position $ 87,455,000 66,061,000 60,736,000

Assets

The Authority’s assets totaled $181,287,000 on June 30, 2016, an increase of $6,646,000, or 4% as compared to
the previous year. The increase is mainly attributed to the increase in investments and other long-term investments
(note 3) of $28,675,000 and 4,036,000, respectively, due to the timing of the prepayment for California State
Association of Counties Excess Insurance Authority (CSAC EIA or the EIA). Prepaid expenses decreased by
$26,552,000 due to the timing of payment as previously noted. The Authority’s investments represent 94% and
78% of total assets as of June 30, 2016 and 2015, respectively, and consist of the Authority’s share of the CSU
Consolidated Investment Pool and investments held in Morgan Stanley Smith Barney. There were no significant
changes in 2015 compared to 2014.

Liabilities

The Authority’s liabilities totaled $93,832,000 on June 30, 2016, a decrease of $14,748,000, or 14% as compared
to the previous year. This is primarily due to the enrollment in the EIA, effective January 1, 2015, resulting in a
decrease in claims liability, current and noncurrent, in the amount of $13,708,000. The EIA is responsible for all
covered losses within the amount of the self-insurance layer for the campus and Auxiliary Organizations Risk

Management Alliance (AORMA) workers’ compensation program (note 7), thus, the Authority is not liable for the
layers covered by the EIA. Claims liability, current and noncurrent, represents 84% and 85% of the total liabilities

4 (Continued)
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as of June 30, 2016 and 2015, respectively. As explained above, during 2015 the Authority joined the EIA, which
resulted in decreased liability between 2015 and 2014 (note 7). There were no other significant events during 2015.

Net Position

Net position may serve over time as a useful indicator of the Authority’s financial position. Net position represents
the residual measure of assets net of liabilities. Net position fluctuates annually due to the Authority’s operating
results for a given fiscal year as well as investment income. The Authority’s net position is all classified as
unrestricted. Unrestricted net position may be designated for use by the Authority.

The Authority’s net position totaled $87,455,000 on June 30, 2016, an increase of $21,394,000, or 32%, as
compared to the previous year. This is primarily due to a decrease in claim losses and loss adjustment expenses
and a decrease in claims liabilities, current and noncurrent, as discussed above. There were no significant changes
in 2015 compared to 2014.

Statement of Revenues, Expenses, and Changes in Net Position — The Statement of Revenues, Expenses, and
Changes in Net Position is the Authority’s income statement. Revenues earned and expenses incurred during the
year on an accrual basis are classified as either operating or nonoperating. It presents the results of the Authority’s
operations and changes in its net position over the course of the fiscal year.

A summary of the Authority’s statement of revenues, expenses, and changes in net position is as follows:

Condensed Schedules of Revenues, Expenses, and Changes in Net Position
Years ended June 30, 2016, 2015 and 2014

2016 2015 2014

Operating revenues 93,477,000 88,376,000 78,555,000
Operating expenses 76,716,000 84,800,000 83,314,000

Operating income (loss) 16,761,000 3,576,000 (4,759,000)
Nonoperating revenues 4,633,000 1,749,000 3,754,000

Change in net position 21,394,000 5,325,000 (1,005,000)
Net position, beginning of year 66,061,000 60,736,000 61,741,000
Net position, end of year 87,455,000 66,061,000 60,736,000

Operating Revenues and Expenses

During fiscal year 2016, the operating revenues totaled $93,477,000, an increase of $5,101,000, or 6% which is
primarily due to an increase in member contributions (note 6). The increase in contributions is mainly due to

5 (Continued)
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Management’s Discussion and Analysis
June 30, 2016 and 2015
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recommended funding for the campus covered programs and is calculated by an independent actuarial firm
employed by the Authority (note 2 g). During fiscal year 2015, the operating revenues totaled $88,376,000, an
increase of $9,821,000, or 13%, which is primarily due to an increase in member contributions and a decrease in
reinsurance premiums. Member contributions increased during 2015 consistent to the increase during 2016, as
previously noted. Reinsurance premiums decreased during 2015 due to the reduced payments of campus and
AORMA property premiums from $10,636,000 to $5,852,000.

During fiscal year 2016, operating expenses totaled $76,716,000, a decrease of $8,084,000 or 10% as compared to
the previous year. The decrease is primarily due to a decrease in claim losses and loss adjustment expenses in the
amount of $22,747,000 which is offset by an increase in insurance premiums of $14,799,000. The increase in
insurance premiums is primarily due to excess insurance premiums paid to the EIA.

Operating expenses consist of claim losses and loss adjustment expenses of $17,175,000, claims administration of
$8,717,000, insurance premiums of $38,676,000, dividend distributions of $9,672,000, general and administrative
of $1,415,000, and miscellaneous services of $1,061,000. Claim losses and loss adjustment expenses include actual
claim payments made as well as adjustments for reserves on claims. Claim case reserves are adjusted as claims
develop and mature and more information about potential loss amounts is known. Reserves for claims incurred but
not reported (IBNR), as determined by independent actuaries, are also included in this expense category. Claims
administration includes expenses incurred by the Authority for claims administrative fees, program administrator,
and brokerage commissions. Dividend distributions represent the return of contributions to CSU campuses and
Auxiliary Organization members. In providing insurance coverage and risk management services to its members,
the Authority incurs general and administrative and miscellaneous services expenses that are budgeted and
approved by the Board of Directors annuaily.

Nonoperating Revenues

During fiscal year 2016, the nonoperating revenues totaled $4,633,000, an increase of $2,884,000, or 165% which
is primarily due to the increase in investment income from the investment portfolio where the Authority’s
investments are held (note 3). During fiscal year 2015, nonoperating revenues totaled $1,749,000, a decrease of
$2,005,000 or 53% which is primarily due to a decrease in investment income earned.

Factors Impacting Future Periods

With respect to current facts, conditions, or decisions that may impact the financial position of the Authority, there
are no known issues either internal to the Authority nor the external environment that are expected to materially
impact the organization. However, there are trends that may influence the membership and developments in the
commercial insurance market that warrant notice.

6 (Continued)
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The Authority has a limited pool of membership consisting of the California State University (the CSU or
University) and its not-for-profit Auxiliary Organizations. The University and Auxiliary Organizations are subject
to economic trends which impact funding, operations, and grants and contracts. To the extent the CSU experiences
a negative fiscal environment this can impact the funding of certain Auxiliary Organizations. In addition, a negative
fiscal environment does not necessarily reduce the cost of Authority’s programs and may actually result in higher
claims, such as unemployment insurance claims. The Authority has adopted conservative funding practices to
protect the organization from a negative fiscal environment.

The California workers’ compensation operating environment continues to be challenging due primarily to
increases in the cost of medical care and prescription drugs combined with an aging workforce. To combat
increasing costs to settle workers’ compensation claims, the Authority has implemented a Workers’ Compensation
Claims Management and Return to Work Program, as well as an ongoing claims closure initiative.

Generally, the commercial insurance and reinsurance market is stable with a favorable outlook due in large part to
catastrophic property claims being well below the average for the past ten years. However, weather extremes,
catastrophic loss and investment earnings are areas of concern for commercial insurance carriers. The market for
excess liability for California public entities has begun to firm following several years of softening. This is largely
due to a significant rise in the cost of claims, especially those involving employment practices and injuries to
minors. The Authority has managed this risk by developing long term underwriting relationships and attracting
new markets to the program.

Funds are invested by the Authority to pay expected claims in the pooled programs. The valuation of claims
liabilities is discounted based on assumed investment earning rates. A divergence in the rate assumed for
discounting claims liabilities and investment earnings can affect the ultimate claims liability recorded in the
financial statements. To guard against possible divergence, the dividend calculations utilized to return excess funds
to the membership use a more conservative calculation of equity.

The rates charged by the Authority for member contributions for the future year are generally not expected to
change significantly; however, the Auxiliary Organization Liability Program membership may see a larger rate
increase due to an increased employment loss trend and the impact of two catastrophic claims incurred in fiscal
year 2014 (both claims are paid and closed with no outstanding liability). In the May 2016 Board of Director’s
meeting, the fiscal year 2017 budget was approved for operating revenues of $91,123,000 and operating expenses
of $89,432,000.
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Statements of Net Position

June 30, 2016 and 2015
2016 2015
Assets:
Current assets:
Cash and cash equivalents 88,000 —
Investments (note 3) 35,579,000 6,904,000
Accounts receivable 2,505,000 800,000
Loans receivable from affiliates, current portion (note 4) 1,048,000 1,136,000
Interest receivable 5,000 4,000
Prepaid expenses 4,152,000 30,704,000
Reinsurance recoverable — workers’ compensation 197,000 753,000
Total current assets 43,574,000 40,301,000
Noncurrent assets:
Loans receivable from affiliates, net of current portion (note 4) 3,569,000 4,232,000
Other long-term investments (note 3) 134,144,000 130,108,000
Total noncurrent assets 137,713,000 134,340,000
Total assets 181,287,000 174,641,000
Liabilities:
Current liabilities:
Accounts payable 5,319,000 4,999,000
Unearned revenues 40,000 37,000
SELF assessment liability, current portion (note 9) 1,364,000 1,364,000
Claims liability for losses and loss adjustment
expenses — current portion (note 5):
Reported claims 13,672,000 15,058,000
Claims incurred but not reported 9,374,000 11,657,000
Total current liabilities 29,769,000 33,115,000
Noncurrent liabilities:
SELF assessment liability, net of current portion (note 9) 8,182,000 9,545,000
Claims liability for losses and loss adjustment
expenses — noncurrent portion (note 5):
Reported claims 33,152,000 37,156,000
Claims incurred but not reported 22,729,000 28,764,000
Total noncurrent liabilities 64,063,000 75,465,000
Total liabilities 93,832,000 108,580,000
Net position:
Unrestricted 87,455,000 66,061,000
Total net position 87,455,000 66,061,000

See accompanying notes to financial statements.
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Years ended June 30, 2016 and 2015

2016 2015
Operating revenues:
Member contributions (note 6) $ 100,363,000 95,248,000
Reinsurance premiums (note 7) (6,886,000) (6,872,000)
Total operating revenues 93,477,000 88,376,000
Operating expenses:
Claim losses and loss adjustment expenses (note 5) 17,175,000 39,922,000
Claims administration 8,717,000 9,000,000
Insurance premiums 38,676,000 23,877,000
Dividend distributions (note 6) 9,672,000 9,857,000
General and administrative 1,415,000 1,142,000
Miscellaneous services 1,061,000 1,002,000
Total operating expenses 76,716,000 84,800,000
Operating income 16,761,000 3,576,000
Nonoperating revenues:
Investment income, net 4,570,000 1,664,000
Interest income from loans 63,000 85,000
Total nonoperating revenues 4,633,000 1,749,000
Increase in net position 21,394,000 5,325,000
Net position, beginning of year 66,061,000 60,736,000
Net position, end of year $ 87,455,000 66,061,000

See accompanying notes to financial statements.
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Statements of Cash Flows
Years ended June 30, 2016 and 2015

Cash flows from operating activities:
Receipts of member contributions $
Payments to providers
Payments of claims
Dividend distribution to pool participants

Net cash provided by (used in) operating activities

Cash flows from noncapital and related financing activities:
Loans disbursed to related entities
Payments received on loans to related entities
Loan interest income received

Net cash provided by (used in) noncapital and related
financing activities

Cash flows from investing activities:
Proceeds from sales and maturities of investments
Purchases of investments
Investment income, net
Unrealized (gains) losses

Net cash (used in) provided by investing activities
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year $

Reconciliation of operating income to net cash provided by
operating activities:
Operating income $
Adjustments to reconcile net operating income to net
cash provided by (used in) operating activities:
Changes in assets and liabilities:
Decrease (increase) in prepaid expenses
Increase in accounts receivable
Decrease (increase) in reinsurance recoverable —
workers’ compensation
Increase (decrease) in accounts payable
Increase in unearned revenues
Decrease in SELF assessment liability
Decrease in claims liability for losses
and loss adjustment expenses

Net cash provided by (used in) operating activities $

See accompanying notes to financial statements.
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2016 2015
99,076,000 94,745,000
(31,147,000) (69,717,000)
(30,743,000) (45,736,000)
(9,770,000) (10,502,000)
27,416,000 (31,210,000)
(1,000,000) (2,339,000)
1,751,000 1,979,000
63,000 89,000
814,000 (271,000)
651,608,000 653,665,000
(683,418,000) (624,206,000)
4,570,000 1,664,000
(902,000) 358,000
(28,142,000) 31,481,000
88,000 =
88,000 e
16,761,000 3,576,000
26,552,000 (26,507,000)
(1,705,000) (506,000)
556,000 (1,000)
320,000 (602,000)
3,000 4,000
(1,363,000) (1,360,000)
(13,708,000) (5,814,000)
27,416,000 (31,210,000)




CALIFORNIA STATE UNIVERSITY
RISK MANAGEMENT AUTHORITY
A Discretely Presented Component Unit of the California State University

Notes to Financial Statements
June 30, 2016 and 2015

(1) Organization

On January 1, 1997, the University and certain Auxiliary Organizations of the University established the
California State University Risk Management Authority pursuant to the provisions of Section 6500 et seq.
of the California Government Code (the Code). The Code authorizes the CSU and Auxiliary Organizations
to establish and operate pooled coverage programs and to provide related services. The Authority provides
entity risk pooling programs for workers’ compensation, general liability, industrial and nonindustrial
disability, unemployment insurance coverage, property, construction, and other risk-related programs for its
member organizations (the Members). Members participating in the Authority’s coverage programs at
June 30, 2016 and 2015 are as follows:

Campus location Members
Bakersfield California State University, Bakersfield
Bakersfield Associated Students, California State University, Bakersfield, Inc.
Bakersfield California State University, Bakersfield Auxiliary for Sponsored Programs
Administration
Bakersfield California State University, Bakersfield Foundation
Bakersfield California State University, Bakersfield Student Union, Inc.
Chancellor’s Office Office of the Chancellor
Chancellor’s Office California State University Foundation
Chancellor’s Office California State University Institute
Channel Islands California State University, Channel Islands
Channel Islands Associated Students of California State University, Channel Islands, Inc.
Channel Islands California State University Channel Islands Foundation
Channel Islands University Glen Corporation
Chico - California State University, Chico
Chico Associated Students of California State University, Chico
Chico Auxiliary Organization Associations
Chico The CSU, Chico Research Foundation
Chico The University Foundation, California State University, Chico
Dominguez Hills California State University, Dominguez Hills
Dominguez Hills Associated Students, California State University, Dominguez Hills
Dominguez Hills California State University, Dominguez Hills Foundation
Dominguez Hills CSU Dominguez Hills Philanthropic Foundation*
Dominguez Hills Loker University Student Union, Incorporated
East Bay California State University, East Bay
East Bay Associated Students, California State University, East Bay
East Bay Cal State East Bay Educational Foundation
East Bay California State University, East Bay Foundation, Inc.
Fresno California State University, Fresno
Fresno Associated Students, Inc. of California State University, Fresno
Fresno California State University, Fresno Association, Inc.
Fresno California State University, Fresno Foundation
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Campus location

Notes to Financial Statements
June 30, 2016 and 2015

Members

Fresno
Fresno
Fresno
Fullerton
Fullerton
Fullerton
Fullerton
Humboldt
Humboldt
Humboldt
Humboldt
Humboldt
Long Beach
Long Beach
Long Beach
Long Beach
Long Beach
Los Angeles
Los Angeles
Los Angeles
Los Angeles
Los Angeles

Maritime Academy
Maritime Academy
Maritime Academy

Monterey Bay
Monterey Bay
Monterey Bay
Northridge
Northridge
Northridge
Northridge
Northridge
Northridge
Pomona
Pomona
Pomona
Sacramento
Sacramento
Sacramento
Sacramento
Sacramento
Sacramento

Fresno State Programs for Children, Inc.

The Agricultural Foundation of California State University, Fresno
The California State University, Fresno Athletic Corporation
California State University, Fullerton

Associated Students, California State University, Fullerton, Inc.
Cal State Fullerton Philanthropic Foundation

CSU Fullerton Auxiliary Services Corporation

Humboldt State University

Associated Students, Humboldt State University

Humboldt State University Advancement Foundation

Humboldt State University Center Board of Directors

Humboldt State University Sponsored Programs Foundation
California State University, Long Beach

Associated Students, California State University, Long Beach
California State University, Long Beach Research Foundation
CSULB 49er Foundation

Forty-Niner Shops, Inc., CSU Long Beach

California State University, Los Angeles

Associated Students, California State University, Los Angeles, Inc.
Cal State L.A. University Auxiliary Services, Inc.

California State University, Los Angeles Foundation
University-Student Union Board, California State University, Los Angeles
California Maritime Academy

California Maritime Academy Foundation, Inc.

The Associated Students of the California Maritime Academy
California State University, Monterey Bay

Foundation of California State University, Monterey Bay

The University Corporation at Monterey Bay

California State University, Northridge

Associated Students, California State University, Northridge, Inc.
California State University, 