STATE OF CALIFQHN 1A

STATE BOARD OF EQUALIZATION
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www.boe.ca.gov

CSU CHANNEL ISLANDS
1 UNIVERSITY DRIVE
CAMARILLO, CA 93012-8599

Dear CSU CHANNEL ISLANDS:

BETTY T. YEE
First District, San Francisco

SEN. GEORGE RUNNER (RET.)
Second District, Lancaster

MICHELLE STEEL
Third District, Rolling Hills Estates

JEROME E. HORTON
JULY 8, 2011 Fourth District, Los Angeles

JOHM CHIANG
Controller

KRISTINE CAZADD
Interim Executive Director

IN REPLY REFER TO:

SR AR 101-604732

We have recently completed the Report of Examination of Records resulting from our audit of your
firm’s records and accounts. You will be pleased to know that this report recpmmends acceptance
of the tax returns that you have filed for the permit number referenced above.

Please note, although we have applied commonly accepted auditing procedures during the course
of your audit, the auditor may not have examined all of your transactions. There may still be
transactions that you are not reporting correctly. If you have any questions as to the application of
tax to a particular product or transaction, please contact your auditor in writing and he/she will
provide you with a written response.

We appreciate the courtesy and cooperation extended to our auditor during the audit. If you have
any questions regarding this recommendation, please contact us at the above address.
Sincerely,
—
B
& %J

Karen J. Syverud
District Principal Auditor

Enclosures
cc:

When you have been unable to resolve a matter through the normal appeals process or for information on
vour rights, you may contact the Taxpayers’ Rights Advocate Office toll-free at 888-324-2798.
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AEPORT OF EXAMINATION OF RECORDS - SALES AND USE TAXES

STATE OF CALIFORNIA
BOARD OF EQUALIZATION

( * BLOCKS ARE FOR HEADQUARTERS USE )
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GENERAL COMMENTS

Type of Business Transactions - CSU Channel Islands is one of 23 campuses in the California State University system. It is
located in Camarillo. The only sales of tangible personal property the school has are of surplus property. They are sold at
auctions and are reported on returns. Foodservice is operated by University Glen Corporation. The bookstore is operated by
Follett Corporation. The taxpayer had a prior account, SU AR 100-346780. |t was closed out 3/31/10 because they were told
that since they make sales of assets, they need an SR account.

Sales - The only sales the taxpayer has are of surplus property. Sales are posted to acct 580090 - Other Operating Revenue.
All sales were examined. Resales were supported with valid resale cards. The taxpayer had sales of assets when it had the SU
account. The sales were included as ex-tax purchases.

Purchases Subject to Use Tax - Reported purchases is made up of asset purchases, supply purchases and Pro Card
purchases.

Asset Purchases - Using an asset acquisition report, all asset purchases were examined. Tax was paid either directly to vendors
or self-reported.

Paid Bills - A test period of 7/1/10 to 3/31/11 was used. Taxpayer agreed that it is a representative period. The trial balance
was reviewed to identify accounts of interest. Using detailed general ledger of those accounts, vendors from whom material
amounts were purchased were identified. Paid bills from those vendors were reviewed. Most were tax-paid directly to vendors or
self-reported. Some ex-tax purchases were questioned and later supported. The test was abandoned. Potential tax due does
not warrant any further time to investigate questioned purchases.

Software - Although no material errors were found in purchases of software, the tax application on software purchases, license
renewals and support was reviewed with the taxpayer. Reg. 1502 was provided.

Pro-Card Purchases - Designated employees are issued U.S. Bancard credit cards that are billed directly to the school.
Purchases made through these credit cards are referred to as "Pro-Card" or “P-Card" purchases. Each month, the taxpayer
receives statements for each employee in an electronic file. A staff member of the Budget office and the A/P manager review
the statements to identify ex-tax purchases. These are included on line 2. At first, a test period of 7/1/10 to 3/31/11 was
established. February and March 2011 statements were reviewed in detail. Audited amounts were reconciled with reported
amounts. Immaterial differences were found. The test of Pro-Card purchases was abandoned.

Overall, the taxpayer has a solid understanding as to what transactions are subject to sales and use tax. Good internal controls
are in place to capture and report the proper amount of taxable measure. An audit of the SU account was not deemed
necessary.




