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SOUTHERN JIrriNois UNIVERSITY

February 5, 2009

Crowe Horwath LLP

One Mid America Plaza
Post Office Box 3697

Oak Brook, IL. 60522-3697

Ladies and Gentlemen:

We are responsible for the identification of, and compliance with, all aspects of laws, regulations,
contracts, or grant agreements that could have a material effect on the operations of Southem
Hlinois University (“University”). We are responsible for and we have established and maintained an
effective- system of intemnal controls over compliance requirements. We have performed an
evaluation of the University’s compliance with the following assertions during the year ended
June 30, 2008. Based on this evaluation, we assert that during the year ended June 30, 2008, the
University has materially complied with the assertions below. :

‘A. The University has obligated, expended, received and used public funds of the State in
accordance with the purpose for which such funds have been appropriated or otherwise
authorized by law. :

B. The University. has obligated, expended, received and used public funds of the State in
accordance with any limitations, restrictions, conditions or mandatory directions imposed by
law upon such obligation, expenditure, receipt or use.

C. The University has complied, in all material respects, with applicable laws and regulations,
including the State uniform accounting system, in its financial and fiscal operations.

"D. State revenues and receipts collected by the University are in accordance with
applicable laws and regulations and the accounting and recordkeeping of such revenues
and receipts is fair, accurate and in accordanee with law. ‘

E. Money or negotiable securities or similar assets handled by the University on behalf of
the State or held in trust by the University have been properly and legally administered,
and the accounting and recordkeeping relating thereto is proper, accurate and in
accordance with law. :

N
Glenn Poshard T Duane Stucky N
President Senior Vice President for Financial and

Administrative Affairs

Office of the President, Stone Center - Mail Code 6801, 1400 Douglas Drive, Carbondale, Lllinois 62901

Carbondale . Edwardsville . Springfield . Alton . " E.St.Louis
Carbondale, Phone 618/536-3331, Fax: 618/536-3404 Edwardsville, Phone 618/650-2426, Fax: 618/650-3216



COMPLIANCE REPORT

SUMMARY

The compliance testing performed during this examination was conducted in accordance with
Government Auditing Standards and in accordance with the Illinois State Auditing Act.

AUDITORS' REPORTS

The Independent Accountants' Report on State Compliance and on Internal Control Over
Compliance does not contain scope limitations, disclaimers, or other significant non-standard

language.

SUMMARY OF FINDINGS
Current Prior
Number of Report Reports
Findings 8 14
Repeated findings 5 1
Prior recommendations implemented
or not repeated 9 4

Details of Federal and State compliance findings are presented in a separately tabbed report
section of this report.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Finding Type
Item No. Page Description
FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)
08-01 13 Inadequate Controls Over Loan Reporting Material
Weakness and
Noncompliance
08-02 14 Untimely Return of Title IV Funds Material
Weakness and
Noncompliance
08-03 16 Failure to Follow Requirements for Perkins Loans Material
Under Repayment and Default Status Wecakness and
Noncompliance
08-04 18 Inadequate Controls Surrounding Trio Upward Material
Bound Eligibility Determination - Weakness and
Noncompliance



08-05

08-06

08-07

08-08

™0

19

20

21

23

FINDINGS (STATE COMPLIANCE)

Time Sheets are Not Required

Failure to Report Monthly in Accordance with the
Board of Higher Education Act

Inadequate Controls over Employees Engaged in
Non University Related Activity

Failure to Adopt a Specific Grievance Process in
Alignment with the Denial of Recommendation of
Teacher Certification (105 ILCS 5/21-21.1)

PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE)

24

24

24

24

24

25

25

Inadequate Controls over Spending of Trio Talent
Search Funds

Failure to File Disclosure Statement Required by
OMB Circular A-21

Inadequate Controls to Ensure Potential Vendors
are not Suspended or Debarred from a Federal
Award or Contract

Inadequate Controls to Ensure Proper Accounting
for Vehicles Purchased with Head Start Program
Funds

Failure to Perform Direct Loan Reconciliations
Inadequate Controls Over FISAP and SEFA
Reporting

Inaccurate Pell Reporting

PRIOR FINDINGS NOT REPEATED (STATE COMPLIANCE)

26

26

Failure to Comply with a Provision of the
Southern Illinois University Management Act for
Release of Student Information

Inadequate Controls over Property and
Equipment

Significant
Deficiency and
Noncompliance

Significant
Deficiency and
Noncompliance

Significant
Deficiency and
Noncompliance

Significant
Deficiency and
Noncompliance



EXIT CONFERENCE

The University waived the right to a formal exit conference at the conclusion of the audit.

Written responses to the findings were provided by Kim Labonte, Director of Internal Audit, on
March 17, 2009.
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INDEPENDENT ACCOUNTANTS' REPORT ON STATE COMPLIANCE AND

ON INTERNAL CONTROL OVER COMPLIANCE FOR STATE COMPLIANCE PURPOSES

Honorable William G. Holland

Auditor General, State of Illinois
and Board of Trustees

Southern Illinois University

Compliance

As Special Assistant Auditors for the Auditor General, we have examined Southern Illinois
University's (the University's) compliance with the requirements listed below, as more fully
described in the Audit Guide for Financial Audits and Compliance Attestation Engagements of
Hlinois State Agencies (Audit Guide) as adopted by the Auditor General, during the year ended
June 30, 2008. The management of the University is responsible for compliance with these
requirements. Our responsibility is to express an opinion on the University's compliance based
on our examination.

A

The University has obligated, expended, received, and used public funds of the State in
accordance with the purpose for which such funds have been appropriated or otherwise
authorized by law.

The University has obligated, expended, received, and used public funds of the State in
accordance with any limitations, restrictions, conditions or mandatory directions
imposed by law upon such obligation, expenditure, receipt or use.

The University has complied, in all material respects,/with applicable Jaws and
regulations, including the State uniform accounting system, in its financial and fiscal
operations.

The State revenues and receipts collected by the University are in accordance with
applicable laws and regulations and the accounting and recordkeeping of such revenues
and receipts is fair, accurate and in accordance with law.

Money or negotiable securities or similar assets handled by the University on behalf of
the State or held in trust by the University have been properly and legally administered
and the accounting and recordkeeping relating thereto is proper, accurate, and in
accordance with law.



We conducted our examination in accordance with attestation standards established by the
American Institute of Certified Public Accountants; the standards applicable to attestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States; the Illinois State Auditing Act (Act); and the Audit Guide as adopted by the
Auditor General pursuant to the Act; and, accordingly, included examining, on a test basis,
evidence about the University's compliance with those requirements listed in the first
paragraph of this report and performing such other procedures as we considered necessary in
the circumstances. We believe that our examination provides a reasonable basis for our
opinion. Our examination does not provide a legal determination on the University's
compliance with specified requirements.

In our opinion, the University complied, in all material respects, with the requirements listed in
the first paragraph of this report during the year ended June 30, 2008. However, the results of
our procedures disclosed instances of noncompliance with those requirements, which are
required to be reported in accordance with criteria established by the Audit Guide, issued by
the Illinois Office of the Auditor General and which are described in the accompanying
schedule of findings and questioned costs as findings 08-05 through 08-08.

Internal Control

The management of the University is responsible for establishing and maintaining effective
internal control over compliance with the requirements listed in the first paragraph of this
report. In planning and performing our examination, we considered the University's internal
control over compliance with the requirements listed in the first paragraph of this report in
order to determine our examination procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with the
Audit Guide, issued by the Illinois Office of the Auditor General but not for the purpose of
expressing an opinion on the effectiveness of the University’s internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the University’s internal
control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses as defined below. However, as
discussed below, we identified certain deficiencies in internal control over compliance that we
consider to be significant deficiencies.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with the requirements
listed in the first paragraph of this report on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
comply with the requirements listed in the first paragraph of this report such that there is more
than a remote likelihood that noncompliance with a requirement that is more than
inconsequential will not be prevented or detected by the entity’s internal control. We consider
the deficiencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as findings 08-05 through 08-08 to be significant deficiencies.



A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a requirement listed
in the first paragraph of this report will not be prevented or detected by the entity’s internal
control. We did not consider any of the deficiencies described in the accompanying schedule of
findings and questioned costs to be material weaknesses.

As required by the Audit Guide, immaterial findings excluded from this report have been
reported in a separate letter to your office.

The University’s response to the findings identified in our examination are described in the
accompanying schedule of findings and questioned costs. We did not examine the University’s
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, the University Board of Trustees,
management and federal awarding agencies and pass-through entities and is not intended to be
and should not be used by anyone other than these specified parties.

@WW Lot

Crowe Horwath LLP

Oak Brook, Illinois
February 5, 2009
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Honorable William G. Holland

Auditor General, State of Illinois
and Board of Trustees

Southern Illinois University

Compliance

We have audited the compliance of Southern Illinois University (the "University") with the types
of compliance requirements described in the ULS. Office of Management and Budget (OMB) Circular
+ A-133 Compliance Supplement that are applicable to each of its major federal programs for the year
ended June 30, 2008. The University's major federal programs are identified in the summary of
auditor's results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of
its major federal programs is the responsibility of the University's management. Our

responsibility is to express an opinion on the University's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards
and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the University's compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit
does not provide a legal determination of the University's compliance with those requirements.

In our opinion, the University complied, in all material respects, with the requirements referred to
- above that are applicable to each of its major federal programs for the year ended June 30, 2008.
However, the results of our auditing procedures disclosed instances of noncompliance with those
requirements, which are required to be reported in accordance with OMB Circular A-133 and



which are described in the accompanymg schedule of findings and questloned costs as items 08-
01, 08-02, 08-03 and 08-04.

Internal Control Over Compliance

The management of the University is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the
University's internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance but not for the purpose of expressing an
opinion on the effectiveness of the University’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal
control that might be significant deficiencies or material weaknesses as defined below. However,
as discussed below we identified certain deficiencies in internal control over compliance that we
consider to be significant deficiencies.

A control deficiency in an entity’s internal control over compliance exists when the design or
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
administer a federal program such that there is more than a remote likelihood that noncompliance
with a type of compliance requirement of a federal program that is more than inconsequential
will not be prevented or detected by the entity’s internal control. We consider the deficiencies in
internal control over compliance described in the accompanying schedule of findings and
questioned costs as items 08-01, 08-02, 08-03, and 08-04 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal
control. Of the significant deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs, we consider items 08-01, 08-02, 08-03,
and 08-04 to be material weaknesses.

The University’s response to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the University’s
response and, accordingly, we express no opinion on it.

Schedule of Expendifures of Federal Awards

We have audited the basic financial statements of the University as of and for the year ended
June 30, 2008, and have issued our report thereon dated February 5, 2009. Our audit was
performed for the purpose of forming an opinion on the University's basic financial statements.
The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required part of the basic

10



financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects, in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, University Board of Trustees,
management, and federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyone other than these specified parties.

Chowe Nrrurdll 1 f

Crowe Horwath LLP
Oak Brook, Nlinois
February 5, 2009
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2008

a. Summary of Auditor's Results

Financial Statements

Type of auditors' report issued: unqualified

Internal control over financial reporting:

e Material weakness(es) identified? Yes v No
* Significant deficiencies(s) identified that are not
considered to be material weakness(es)? Yes v" None reported
¢ Noncompliance material to financial statements noted? Yes v No
Federal Awards

Internal control over major programs:

¢ Material weakness(es) identified? v Yes No
* Significant deficiency(ies) identified that are not
considered to be material weakness(es)? Yes v’ None reported

Type of auditors' report issued on compliance for major programs: unqualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of Circular A-
1337 v Yes No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
Various Student Financial Aid Cluster
Various Research & Development Cluster
93.600 Head Start

Various . Trio Cluster

Dollar threshold used to distinguish between type A and
type B programs: $2,372,721
Auditee qualified as low-risk auditee? Yes v No

b. Findings Related to the Financial Statements that are Required to be Reported in
Accordance with Government Auditing Standards - None

c. Findings and Questioned Costs for Federal Awards - See page 13 - 18
Status of Prior Year Findings Not Repeated - See pages 24 - 25

12



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
_ Year Ended June 30, 2008 :

08-01 (Inadequate Controls Over Loan Reporting)

Federal Agency: U.S. Department of Education
CFDA Number: Federal Direct Loan Program
Program Name: 84.268

Questioned Costs:  None Noted

The Carbondale Campus did not always report changes in enrollment status of students to the
National Student Clearinghouse (NSC) for Federal student Ioan programs.

Out of 33 enrollment status changes tested, 13 (39%) were not reported to the NSC. The NSC is
Carbondale’s enrollment reporting service.

The National Student Loan Data System (NSLDS) Enrollment Reporting Guide requires schools to
confirm and report the enrollment status of students who receive Federal student loans. As with
any school/servicer arrangement for the administration of Title IV programs, the school
remains responsible for submitting timely, accurate, and complete enrollment reporting roster

files and for maintaining proper documentation in accordance with Federal Regulation 34 CFR
682.610(c).

According to Carbondale officials, the campus has an informal practice of backdating the
withdrawal dates of students. The software that transmits information from the University to
the NSC updates current information only. This process does not update the status of the
backdated students.

A student’s enrollment status determines eligibility for deferment, grace periods, and
repayments, as well as the Federal Government's payment of interest subsidies. Enrollment
reporting is critical for effective administration of the Title IV student loan programs. (Finding
Code 08-01, 07-07)

RECOMMENDATION:

We recommend the University. implement policies and procedures to prevent backdated
withdrawals of students and ensure the timely and accurate reporting of information to the
National Student Clearinghouse.

UNIVERSITY RESPONSE:

Accepted

13



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2008 :

08-02 (Untimely Return of Title IV Funds)

Federal Agency: Department of Education
CFDA Number: Federal Perkins Loan Program
Program Name: 84.038

Questioned Costs:  None noted

The University did not return Title IV funds to the Department of Education within the required 45
day timeframe.

At both campuses, Title IV funds were not returned in a timely manner. The exceptions at each
campus are noted below:

* The Edwardsville campus did not return Title IV funds within 45 days of the student’s
withdrawal date for 10 of 33 (30%) students selected for testing. The total dollar amount of
funds not returned within 45 days was $19,223.

* The Carbondale campus did not return Title IV funds within 45 days of the student’s
withdrawal for 3 of 20 (15%) students selected for testing. The total dollar amount of funds
not returned within 45 days was $5,330.

The Code of Federal Regulations (34 CFR 668.173 (b)) requires the University to deposit or transfer
funds into the Student Financial Aid (“SFA”) account or electronically transfer the funds to the U.S.
Department of Education or the appropriate Federal Family Education Loan lender no later than
45 days after the date the student withdrew.

At each location, University officials’ explanations for noncompliance were as follows:

* During the fiscal year, the Edwardsville campus implemented Banner, a computerized
accounting system which includes a student financial aid module. Within the new
system issues were identified by the University pertaining to the return of Title IV
funds. The Edwardsville campus then took corrective action in an attempt to correct the
issues noted.

* The Carbondale campus was returning funds within 45 days of the date the Records and
Registration Office verified the student’s last day of attendance as opposed to 45 days
after the last day of attendance.

By not returning Title IV funds in a timely manner, the University is maintaining cash reserves that
no longer apply to currently enrolled students. (Finding Code 08-02)

14



STATE OF ILLINOIS
' SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2008 :

RECOMMENDATION:

We recommend the Edwardsville campus continue to follow new processes put into place during
the Spring and Summer terms of fiscal year 2008 to ensure Title IV funds are returned to the USS.
Department of Education in a timely fashion. Further, we recommend the Carbondale campus
return funds to the U.S. Department of Education within 45 days of the student’s last day of
attendance as opposed to 45 days after the date reported by the Records and Registration Office.
UNIVERSITY RESPONSE:

Accepted

15



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year Ended June 30, 2008 .

08-03 (Failure to Follow Requirements for Perkins Loans Under Repayment and Default
Status) :

Federal Agency: Department of Education
CFDA Number: Federal Perkins Loan Program
Program Name: 84.038

Questioned Costs:  None noted

The University did not contact students in repayment status in the required timeframe.
Exceptions were noted at each campus related to the 90 day grace period letters:

 The Edwardsville campus did not send 90 day grace period letters to 2 of 33 (6%) students
selected for testing.

* The Carbondale campus did not send 90 day grace period letters to 3 of 11 (27%) students
selected for testing.

The Code of Federal Regulations (34 CFR 674.42(c)) requires the University to contact the borrower
during the initial and post deferment grace periods. The Code requires the University to contact
the borrower at 90, 150, and 240 days after the commencement of any grace period.

University officials’ explanations for the exceptions are noted below:

* The 2 students that did not receive 90 day grace period letters occurred before new
procedures were put into place by the Edwardsville campus. As a result, the older
procedures that were followed led to the exceptions. The procedures were updated in
February 2008 and as a result, no exceptions were noted for items tested after the
procedures changed.

* The Carbondale campus did not send out the 90 day grace period letters to 3 students
because the campus was unaware as to whether or not the students were returning for fall
classes. The students had graduated after the spring semester. Since the campus waited
until after the fall semester began, the window to send out 90 day letters had passed.

By not sending the 90 day letters, the University may not be collecting all of the funds that it could

if the procedures outlined by the Code of Federal Regulations were followed. (Finding Code 08-03,
07-06)

16



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPON SES - FEDERAL
Year Ended June 30, 2008 . '
RECOMMENDATION:

We recommend:

* The Edwardsville campus continue to follow their newly implemented policy to keep a
record of contact with borrowers during the grace period.

* The Carbondale campus begin to proactively determine whether or not students will be
returning to school for the following fall semester if they do not attend the summer
semester and send 90 day grace period letters to those students deemed to be not returning.

UNIVERSITY RESPONSE:

Accepted

17



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
_ Year Ended June 30, 2008

08-04 (Inadequate Controls Surrounding Trio Upward Bound Eligibility Determination)

Federal Agency: U.S. Department of Education
CFDA Number: 84.047
Program Name: TRIO - Upward Bound

Questioned Costs:  None noted

The Carbondale campus did not have proper controls in place to determine if Trio Upward
Bound applicants are U.S. citizens.

During our testing of the Trio Upward Bound Program, we noted the Carbondale campus did
not determine if Upward Bound participants are eligible citizens, nationals, or permanent
residents of the United States. Three of three (100%) participants tested did not have citizenship
information in the application form or in the supporting documents provided.

OMB Circular A-133 requires that an individual is eligible to participate in a Regular, Veterans,
or Math-Science Upward Bound project only if the individual is a citizen, national, or
permanent resident of the United States, or is in the United States for other than a temporary
purpose.

According to University officials, the missing information was caused by an oversight in the
application process.

By not having controls in place to determine if applicants are U.S. citizens the University is not
- in compliance with federal regulations. (Finding Code 08-04)

RECOMMENDATION:

The University should develop a policy that requires documentation of citizenship during the
application process for the Trio Upward Bound program.

UNIVERSITY RESPONSE:

Accepted
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES STATE
Year Ended June 30, 2008

08-05 (Time Sheets are Not Required)

The University does not have a policy that requires all employees to periodically submit time
sheets documenting the time spent each day on official University business to the nearest
quarter hour as required by the State Officials and Employees Ethics Act (Act).

The Act required the Illinois Board of Higher Education (IBHE), with respect to State employees
of public universities, to adopt and implement personnel policies. The IBHE adopted personnel
policies for public universities on February 1, 2004, in accordance with the Act. However, the
University has not incorporated IBHE policies into the University's policies.

We noted that the University's faculty did not submit timesheets in compliance with the Act.
The process is effectively a "negative" timekeeping system whereby the employee is assumed to
be working unless noted otherwise. No time sheets documenting the time spent each day on
official State business to the nearest quarter hour are required for faculty. During fiscal year
2007 the University adopted a policy to require time sheets from all employees except faculty.

The Act (5 ILCS 430/5-5(c)) states, "The policies shall require State employees to periodically
submit time sheets documenting the time spent each day on official State business to the nearest
quarter hour."

University officials’ explained that there is currently no formal policy in place for faculty to
submit timesheets.

Failure to require appropriate time sheets from its employees constitutes noncompliance with
State law. (Finding Code No. 08-05, 07-10, 064, 05-1)

RECOMMENDATION:

We recommend the University amend its policies to require all employees to submit time sheets
in compliance with the Act.

UNIVERSITY RESPONSE:

Southern Illinois University continues to require all employees including Faculty to request
time off and the University maintains and reports the time requested and approved by

- employees. This practice is similar to and consistent with the practice of other public
universities and is based on the direction given by the Executive Inspector General at the time
of the enactment of the State Officials and Employees Act. The University will continue to work
with other public universities and the IBHE in resolution of this issue.

19



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2008

08-06 (Failure to Report Monthly in Accordance with the Board of Higher Education Act)
The University did not report monthly as required by the Board of Higher Education Act (Act).

The Carbondale campus has not been submitting the required reports to the Department of
Human Rights and the Attorney General for adjudicated cases in which there was a finding of
racial, ethnic or religious intimidation or harassment. We noted no instances of these required
reports not being submitted for the Edwardsville campus.

The Act (110 ILCS 205/9.21) requires the University to report monthly to the Department of
Human Rights and the Attorney General on each adjudicated case in which a finding of racial,
ethnic or religious intimidation or sexual harassment is made in a grievance, affirmative action or
other proceeding established by the University to investigate and determine allegations of racial,
ethnic or religious intimidation and sexual harassment.

Management stated that the failure to file the required reports was due to the lack of requests from
any of the three responsible agencies (Office of the Attorney General, Illinois Board of Higher
Education, or the Illinois Department of Human Rights) to file such reports on a monthly basis.

Failure to report monthly to the Department of Human Rights and the Attorney General
constitutes noncompliance with State law. (Finding Code No. 08-06, 07-12)

RECOMMENDATION:
We recommend the University establish controls to ensure reports are filed as required by the Act.
UNIVERSITY RESPONSE:

Implemented
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2008

08-07 (Inadequate Controls over Employees Engaged in Non-University Related Activity)

The University did not have adequate controls to ensure employees engaged in non-University
related activities complied with University policies and the University Faculty Research and
Consulting Act (Act).

The Carbondale campus, in accordance with its policies and procedures, allows its faculty, and
by extension, its employees to engage in non-University professional activities for reasonable
periods of time and personal remuneration. Such activities, whether public or private, when
they complement or enhance the professional, job-related skills of the employee or constitute
public service, are seen to promote the objectives of the University. However, these policies and
procedures are inconsistent with the Act.

During our testing of the policies, we noted the following:

* Nineteen (19) of 25 (76%) faculty tested did not receive approval from the President or
his designee prior to the performance of outside research or consulting services.

» Five (5) of 25 (20%) faculty tested had not filed an Annual Report of Approved Non-
University Activities and Financial Interest as required by University policies.

The Carbondale campus policies and procedures state a full-time employee planning to engage
in any non-university professional activities that will produce non-university income is
required to complete and submit through appropriate administrative channels the Annual
Disclosure Report of Proposed Non-University Activities and Financial Interests form seeking
approval for such activity and explaining the nature of the proposed activity. This form has the
following hierarchy of approval:

e Income is less than $1,000 - no approval is required.

¢ Income is more than $1,000 but less than $5,000 - requires approval from Unit head,
director or chairperson.

* Income is more than $5,000 - requires approval from Dean and/or Director and
Provost/ Vice-Chancellor.

The Carbondale campus policies and procedures further state a full-time employee should
complete and submit the Annual Disclosure of Approved Non-University Activities and
Financial Interest for the actual time spent on outside research and consulting services.

- However, the Act (110 ILCS 100/1) requires that no full time member of the faculty of any
State-supported institution of higher learning may undertake, contract for or accept anything of
value in return for research or consulting services from any person other than that institution on
whose faculty he serves unless (a) he has the prior written approval of the President, or such
designee, to perform the outside research or consulting services, such request to contain an
estimate of the amount of time which will be involved, and (b) he submits to the President of
that institution, or such designee, annually, a statement of the actual time he has spent on such
outside research and consulting services.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2008

University management indicated the policy was developed based on Federal guidelines rather
than State law. In addition, the University’s decentralized oversight over compliance with the
policies resulted in instances of noncompliance.

Failure to establish and implement adequate controls over non-University related employee
activities resulted in noncompliance with State statute. (Finding Code No. 08-07, 07-14)

RECOMMENDATION:

We recommend the University revise its policies and procedures to strengthen its controls and to
ensure compliance with the mandated requirements. We further recommend the University
reiterate to employees the importance of filing reports as required by State law and University
policies.

UNIVERSITY RESPONSE:

Accepted
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year Ended June 30, 2008

08-08 (Failure to Adopt a Specific Grievance Process in Alignment with the Denial of
Recommendation of Teacher Certification (105 ILCS 5/21-21.1))

A grievance process in alignment with the denial of recommendation of teacher certification (105
ILCS 5/21-21.1) has not been established by the Edwardsville campus.

While the Edwardsville campus maintains a general grievance process for students to utilize, there
is nothing specific within the process that is in alignment with the School Code in terms of the
procedures that are set forth regarding the number of days for the University to notify the
candidate after denying certification, students to request a review of the denial, and students to
appeal the decision if upheld.

The School Code (105 ILCS 5/21-21.1) states “Each institution shall also establish a grievance
procedure for those candidates who are denied the institutional recommendation for
certification. Within 10 days of notification of such denial, the college or university shall notify
the candidate, in writing, of the reasons for the denial of recommendation for certification.
Within 30 days of notification of the denial, the candidate may request the college or university
to review the denial. If, after an additional 30 days to complete such review, the candidate is
denied recommendation for certification, the candidate may appeal to the State Teacher
Certification Board within 10 days of notification for a review of the institution's decision. The
candidate shall have the right to be present at any such review, to present evidence, and to be
represented by counsel. Upon such review the State Teacher Certification Board shall
recommend appropriate action to the State Superintendent of Education.”

University Officials stated that the grievance policy in place for the entire University is within the
guidelines of the statute even though there are no specific references to the aforementioned statute
within the policy.

By not detailing the grievance procedure relating to the denial of recommendation of teacher
certification, the student who is affected may not be aware of the timeframes established per the
statute and may miss an opportunity to discuss their grievance within the set timeframes. Further,
grievance hearings heard by the University may be in noncompliance with the statute if the
acceptance and hearing of the grievance do not take place within the noted timeframes.
Additionally, the candidate may not know of their ability to appeal to the State Teacher
Certification Board within 10 days of the institution’s decision. (Finding Code No. 08-08)

RECOMMENDATION:

We recommend that the Edwardsville campus establish a grievance procedure to clearly state to
students awaiting teacher certification the plans of recourse in accordance with 105 ILCS 5 /21-21.1.
Such a procedure could be an addendum to the current grievance process or the Teacher
Education Handbook for Elementary, Early Childhood, and Secondary Education.

UNIVERSITY RESPONSE:
Accepted
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (FEDERAL)
Year Ended June 30, 2008

During the prior period the University failed to comply with federal regulations for Trio
Talent Search funds and did not have adequate controls over expenditures. Gift cards were
purchased for restaurants and entertainment without proper documentation to
substantiate that meals and entertainment were for program activities. (Finding Code 07-
01)

During the current examination period, we noted the University implemented policies and
procedures to maintain proper documentation for program activities.

During the prior period the University failed to comply with Federal Regulations by not
submitting a Disclosure Statement (DS-2) as required by OMB Circular A-21. The
Carbondale campus received more than $25 million in federal funding requiring the
Disclosure Statement to be filed. (Finding Code 07-02)

During the current examination the University has requested and received an extension to
submit the required DS-2 form at a later date. This finding is not repeated.

During the prior period the University did not have a policy in place to determine whether
vendors that receive federal funds were suspended or debarred. No instances of
disbursements to suspended or debarred parties were noted. (Finding Code 07-03)

During the current examination the University implemented policies to determine whether
vendors receiving federal funds were suspended or debarred and this finding will not be
repeated.

During the prior period the Edwardsville campus did not properly account for vehicle
acquisitions for the Head Start program. The University transferred vehicles between
different units of the Edwardsville campus. This type of transaction occurs infrequently
and resulted in improper coding and an inability to track the vehicles in accordance with
federal regulations. (Finding Code 07-04)

During the current examination, the Edwardsville campus implemented new procedures
to strengthen controls over vehicle transfers and this finding will not be repeated.

During the prior period the Edwardsville campus failed to reconcile the direct loans with
the Direct Loan School Account Statement on a monthly basis. The Edwardsville campus
was using the 30-Day Warning Report as the reconciliation, but the 30-Day Warning Report
should only be used as a tool in conjunction with the reconciliation on a monthly basis.
(Finding Code 07-05)

During the current examination the Edwardsville campus implemented new procedures to
reconcile the direct loans with the Direct Loan School Account Statement on a monthly
basis and this finding will not be repeated.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (FEDERAL)
Year Ended June 30, 2008

During the prior period the Edwardsville campus did not have adequate controls over the
Fiscal Operations Report and Application to Participate (FISAP) and the Schedule of
Expenditures of Federal Awards (SEFA). The Director of Student Financial Aid prepared
both reports with no formal review performed by another University employee. During
testing, errors were noted on both reports. (Finding Code 07-08)

During the current examination additional controls were implemented at the Edwardsville
campus. No errors were noted during testing and this finding will not be repeated.

During the prior period the Edwardsville campus did not correctly report Cost of
Attendance data for Pell recipients. The University’s calculation consisted of tuition and
fees, room and board, and books/supplies but incorrectly excluded transportation and
personal expenses. (Finding Code 07-09)

During the current examination the Edwardsville campus implemented a new policy to

correctly include transportation and personal expenses and the finding will not be
repeated.
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_STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (STATE)
Year Ended June 30, 2008

During the prior period the Carbondale campus granted a request from a financial
institution for a listing of names and addresses of all students registered for the fall 2006
semester. The listing was provided including the students’ name, address, and class
including students under the age of 21 which is not in compliance with the Southern
Ilinois University Management Act (110 ILCS 520/ 16). (Finding Code 07-11)

During the current examination the Carbondale campus implemented a new policy in
accordance with the Southern Illinois University Management Act and no such instances

were noted during our testing. The finding will not be repeated.

During the prior period the Carbondale and Edwardsville campuses did not maintain
adequate controls over property and equipment. (Finding Code 07-13)

During the current examination the University implemented new policies and procedures.
No such instances of non compliance were noted. This finding will not be repeated.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY -
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS SUMMARY
Year ended June 30, 2008

U.S. Department of Education

U.S. Department of Commerce

U.S. Department of Health and Human Services
National Science Foundation

U.S. Environmental Protection Agency

U.S. Department of Defense

U.S. Department of Agriculture

U. S. Department of Energy

U.S. Department of the Interior

U.S. Department of Transportation

Corporation for National and Community Service
U.S. Department of Justice

U.S. Small Business Administration

U.S. Department of Housing and Urban Development
U.S. Department of Labor

U.S. Postal Service

National Endowment for the Arts & Humanities
U.S. Department of State

National Aeronautics and Space Administration
Library of Congress

Delta Regional Authority

U.S. Department of Homeland Security
Corporation for Public Broadcasting

TOTAL FEDERAL GRANTS AND CONTRACTS

27

Federal Expenditures

Carbondale Edwardsville Total

$ 23,810,723 $ 12,294,929 $ 36,105,652

1,489,365 153,171 1,642,536
15,176,265 10,047,485 25,223,750
3,516,013 826,402 4,342,415
233,219 100,072 333,291
1,611,372 29,952 1,641,324
1,725,642 1,126,465 2,852,107
750,168 56,481 806,649
1,079,901 336,866 1,416,767
1,148,761 59,871 1,208,632
- 75,606 75,606

233,593 - 233,593

- 308,936 308,936

102,142 17,616 119,758
1,690,015 161,266 1,851,281
- 5,106 5,106

76,211 133,229 209,440
213,018 9,914 222,932
2,298 11,821 14,119
229,580 159,977 389,557
70,000 - 70,000
10,590 - 10,590

- 6,662 6,662

$ 53,168,876 $ 25921,827 $ 79,090,703
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2008

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Southern Illinois University (the “University”) and is presented on the accrual
basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of, the basic financial statements.

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY

The University administered the following federal loan programs during the year ended
June 30, 2008:

Carbondale = Edwardsville Total
Perkins Loan Program CFDA #84.038
Outstanding balance, July 1, 2007 $ 15305931 $ 2,167550 $ 17,473,481
Additions:
Interest income 150,710 46,935 197,645
Decrease in provision for notes receivable - - -
Contributions:
U.S. Government : - ‘ - -
University - General funds - - -
Total contributions - - -
Total additions 150,710 46,935 197,645
Deductions:
Loans canceled or written-off, net 33,816 (136,200) (102,384)
Administrative charges - 26,605 26,605
Increase in provision for notes receivable 244,315 31,921 276,236
Total deductions 278,131 (77,674) 200,457
Outstanding balance, June 30, 2008 $ 15178510 $ 2,292,159 $ 17.470669
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STATE OF ILLINOIS

SOUTHERN ILLINOIS UNIVERSITY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2008

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY

(Continued)

Nursing Student Loan Program CFDA #93.364

Outstanding balance, July 1, 2007

Additions:
Interest income
Total additions

Deductions:
Loans canceled or written off, net
Refund to grantor
Total deductions

Outstanding balance, June 30, 2008

Health Professionals Loan Program
CFDA #93.342

Outstanding balance, July 1, 2007

Additions:
Contributions
Interest income
Other

Total additions

Deductions:
Loans canceled or written off (net)
Refunds to grantor
Increase in provision for notes receivable
Total deductions

Outstanding balance, June 30, 2008

Carbondale Edwardsville Total
$ - $ (14766) $  (14,766)
- 99 99
- 99 99
- (297) (297)
- (17,128) (17,128)
- (17,425) (17 ,425)
$ - $ 2758 $§ 2,758
$ 1,461,317 $ 251,954 $ 1,713,271
- 21,907 21,907
58,680 4,221 62,901
16 - 16
58,696 26,128 84,824
- 4,441 4441
118,194 - 118,194
30,911 12 30,923
149,105 4,453 153,558
$ 1,370,908 $ 273629 $ 1,644537
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2008

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY
(Continued)

Carbondale Edwardsville Total

Disadvantaged Student Loan Program

CFDA #93.342
Outstanding balance, July 1, 2007 $ 179,600 $ 775 $ 180,375
Additions:
Interest income 2,718 29 2,747
Other 36 - 36
Total additions 2,754 29 2,783
Deductions:
Increase in provision for notes receivable 659 - 659
Total deductions 659 - 659
Outstanding balance, June 30, 2008 $ 181,695 $ 804 $ 182,499

The above deductions include disbursements and expenditures such as loans to students
and administrative expenditures.

NOTE C - FEDERAL DIRECT STUDENT LOAN PROGRAM CFDA #84.268:

During the fiscal year ended June 30, 2008, the University processed the following amounts
of non-cash federal awards in the form of loans under the Federal Direct Student Loan
Program (which includes Stafford Loans, Parents’ Loans for Undergraduate Students, and
Supplemental Loans for Students):

Carbondale Edwardsville Total
Year ended June 30, 2008 $ 93196348 $ 2,695842 $ 95,892,190
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2008

NOTE D - MAJOR PROGRAMS

The following federal program expenditures comprise major program expenditures under
OMB Circular A-133 for the year ended June 30, 2008. (Major programs are indicated in the
Schedule of Expenditures of Federal Awards by (1), (2), (3) or (4)).

Carbondale = Edwardsville Total

(1) Student Financial Aid Cluster $ 19,829,280 $ 9,457,680 $ 29,286,969

(2) Research and Development Cluster 16,882,966 2,238,862 19,121,828

(3) Head Start Program 3,218,347 9,637,992 12,856,339

(4) TRIO Cluster 851,941 1,543,064 2,395,005
Total major program

expenditures 40,782,543 22,877,598 63,660,141

Other program expenditures 12,386,333 3,044,229 15,430,562

Total federal expenditures $ 53168876 $ 25,921,827 79,090,703

As part of the Student Financial Aid Program, Southern Illinois University administers loan
proceeds under the Perkins Loan Program (as described in Note B) and the Federal Direct
Student Loan Program (as described in Note C).

NOTE E - SUBRECIPIENTS

Of the federal expenditures presented in the Schedule of Expenditures of Federal Awards,
the University provided federal awards to subrecipients as follows:

Federal CFDA Amount Provided

Program Title Number to Subrecipients
Carbondale:

Grants for Agricultural Research,

Special Research Grants 10.200 $ 112,688
U.S. Department of Agriculture 10.FS-05-PA-1 413
U.S. Department of Defense 12.W9132 79,808
Wildlife Restoration 15.611 2,829
Biological Sciences 47.074 53,799
Social, Behavioral, and Economic Sciences 47.075 19,843
Polar Programs 47.078 25,066
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2008

NOTE E - SUBRECIPIENTS (Continued)

Federal CFDA Amount Provided
Program Title Number to Subrecipients
U.S. Department of Energy 81.DE-FC26-98FT40028 2,156
Improving Teacher Quality State Grants 84.367 34,954
Centers for Disease Control and Prevention-
Investigations and Technical Assistance 93.283 : 1,000
Family and Community Violence
Prevention Program 93.910 152,184
Rural Health Care Services Outreach and
Rural Health Network Development Prog.  93.912 215,893
Subrecipients - Carbondale $ 700633
Federal CFDA Amount Provided
Program Title Number to Subrecipients
Edwardsville:
Engineering Grants 47.041 $ 17,977
Education and Human Resources 47.076 15,801
Science to Achieve Results (STAR) 66.509 45,815
Mathematics and Science Partnerships 84.366A -
Special Education-State Grants - 84.027 107,058
Head Start 93.600 282,291
Americorps 94.006 17,915
State Energy Program Special Projects 81.119 45964

Subrecipients - Edwardsville $ 532,821

NOTE F - NON-CASH ASSISTANCE AND FEDERAL INSURANCE
During the year ended June 30, 2008, the University received no non-cash assistance, except as

disclosed in Note C. Also, there was no federally funded insurance in effect during the year ended
June 30, 2008.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2008

NOTE G - SCHEDULE OF FEDERAL EXPENDITURES, NON FEDERAL EXPENSES, AND NEW
LOANS

Carbondale Amount Edwardsville Amount Total Amount
Total Federal expenditures
Reported on SEFA $ 53,168,876 $ 25,921,827 $ 79,090,703
Total New Loans Made not
Included on SEFA 93,196,348 2,695,842 95,892,190
Amount of Federal Loan Balances
At Beginning of the Year 16,946,848 2,435,045 19,381,893
Other noncash Federal Award
Expenditures - - -
Total Federal Financial
Component $ 163,312,072 $ 31052714 $ 194,364,786
Total Operating Expenses (From .
Financial Statements) 614,902,260 245,876,373 860,778,633
Total Nonoperating Expenses
From Financial Statements) 6,010,651 7,705,655 13,716,306
Total New Loans Made 93,196,348 2,695,842 95,892,190
Amount of Federal Loan Balances
At Beginning of the Year 16,946,848 2,435,045 19,381,893
Other noncash Federal Award
Expenditures - - -
Total Financial Component $ 731,056,107 $ 258712915 $ 989,769.022
Total Federal Financial Amount Percent Amount Percent Amount Percent
Component 163,312,072 2234 31,052,714 12.00 194,364,786 19.64
Nonfederal Expenses 567,744,035 77.66 227,660,201 88.00 795,404,236 80.36
Total Financial Component $ 731056107 _100.00% $ 258712915 _ _100.00% $ 989,769,022 _100.00%

Breakout of Major and Nonmajor Programs

Carbondale Edwardsville Total
Amount Percent Amount Percent Amount Percent
Major programs $ 40,782,543 76.70% $ 22,877,598 88.26% $ 63,660,141 80.49%
Nonmajor programs 12,386,333 23.30 3,044,229 11.74 15,430,562 19.51%
Total federal expenditures $ 53168876 _100.00% $_25921.827 _ 100.00% $ 79090703 _100.00%
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