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FINDINGS THIS AUDIT: 15 AGING SCHEDULE OF REPEATED FINDINGS
New Repeat Total Repeated Since | Category 1 | Category 2 | Category 3

Category 1: 0 0 0 2014 15-9, 15-10
Category 2: 8 7 15 2013 15-8
Category 3: _0 _0 0 2011 15-1

TOTAL 8 7 15 2010 15-7

2009 15-11, 15-13

FINDINGS LAST AUDIT: 20

INTRODUCTION

This digest covers our Single Audit and Compliance Examination of Chicago State University (University) for the
year ended June 30, 2015. A separate Financial Audit as of and for the year ending June 30, 2015, was previously
released on December 17, 2015. In total, this report contains 15 findings, one of which was reported in the
Financial Audit.

SYNOPSIS

* (15-2)  The University’s Federal Perkins Loan cohort default rate is in excess of the threshold for
administrative capability stipulated by the U.S. Department of Education.

* (15-3)  The University failed to prepare an accurate Schedule of Expenditures of Federal Awards.

* (15-8)  The University did not fully comply with requirements applicable to its property and
equipment.

* (15-9)  The University had inadequate controls in place that would ensure required criminal
background investigations were conducted prior to employment for those employees hired for
security sensitive positions.

» (15-10) The University lacked sufficient controls to ensure compliance with University policies in the
hiring of certain new employees.

Category 1: Findings that are material weaknesses in internal control and/or a qualification on compliance with laws and regulations
(material noncompliance).

Category 2: Findings that are significant deficiencies in internal control and noncompliance with laws and regulations.

Category 3:  Findings that have no internal control issues but are in noncompliance with laws and regulations.

{Financial data is summarized on next page.}
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CHICAGO STATE UNIVERSITY

SINGLE AUDIT AND COMPLIANCE EXAMINATION

For the Year Ended June 30, 2015

INCOME FUND REVENUES AND EXPENDITURES | 2015 | 2014
Income Fund Revenues
TUILION REVENUE......ccvvieitie ittt ettt e e sbae et e e s bae et e e saeeeetreens 39,748,810 36,543,817
[T =1 (0] VT PRSP 204,535 233,990
Late REGISIratioN FEE........couiieii ettt 71,300 40,900
ST S O <o L 2,065 740
Deferred PaymMENt FEE........oiiiie it 53,800 55,600
Graduation Fee - Undergraduate............oooviireiiirenncneeeseee e 31,340 38,975
Graduation FEe - GradUaLe............coceeiiviiiiieeiie ettt etee et sbre e eaee e 11,615 10,310
THANSCIIPE FEE...uieiiie ettt sttt seesreere e enees 64,400 68,195
APPHICALION FB....c.eiiiiiiie e e 113,999 115,987
INTEIESE INCOMIB....cii i e e e e st r e e e e e s s rabb e e e e e e e e s snees 4,764 7,300
Miscellaneous Other INCOME..........iciiiiiiiiccie et 666,938 11,544
Total INCOME FUND REVENUES........cocviiiieeitie ettt 40,973,566 37,127,358
Income Fund Expenditures
PEISONAI SEIVICES.....ocivieiiiecee ettt sttt st s e srbe s sareesaras 19,474,459 24,062,275
SURS RELIFEMENT.....oiiitieiitie ettt ettt sbe e be e s be e s beeenbe e sreeenrs - 29,150
Yo Tol T LIRS ] /SR 885,641 1,021,694
CONLFACLUAD SEIVICES......cuviiiiieciee ettt ettt e sare e s be e saee e srbeesaeee e 8,801,189 10,069,361
LI AY/=] S TOT 426,804 541,040
COMMOUITIES. ...vvieitreectie ettt s e et e e s be e s be e s te e sabeesareeenreas 1,135,022 1,765,623
Equipment and Library BOOKS..........ccorviiieniiieieeee e 1,437,476 1,097,599
TeleCOMMUNICALIONS. .......eiiiii ittt eare s 307,570 561,525
Operation of AUtOMOtIVE EQUIPMENT.........ciiiiriiiierces e 44,499 59,700
Permanent IMpProVEIMENTS. .......cviiiiie ittt sae e sere e 27,088 698,674
Awards, Grants, and Matching FUNAS............cccoooviiiniiiie e 325,383 509,969
TUItION N0 FEE WAIVELS.......ccveiiiieeciie ettt et et sbr e e sbee s sbaeenane e 3,472,692 1,763,751
Other EXPENAITUIES. .......eiiiieieieieiee ettt e s 329 386
Total Income Fund EXPenditUres..........ccoiivevieiieeieesierireie e see e e 36,338,152 42,180,747
SUPPLEMENTARY INFORMATION (UNAUDITED) | 2015 | 2014
Employment Statistics
Faculty and Staff...........cccoviiiiiicc e 794 876
] 1010 (=] 1 (TR OURROURROPRPOT 231 275
Total Employees 1,025 1,151
Enrollment Statistics
Head Count:
L0010 T o - To [U LTS ORURURURTURN 3,554 4,015
GRAGUALE. ... .ccveeiteicte ettt ettt be e be e ebe et e s aeesbeesbeesbeebeesbesreesrees 1,264 1,282
Total Head Count 4,818 5,297
Total Cost Per Full-Time Equivalent 7,656 7,900
Credit Hours:
L0010 T o - To U LTS URURURUPTRN 86,879 99,081
L= 1o LU (R 27,976 28,401
Total Credit Hours 114,855 127,482
PRESIDENT

During Audit Period: Dr. Wayne Watson (to 12-31-15)
Current: Dr. Thomas J. Calhoun (1-1-16 to present)




Perkins Loan Cohort Default Rate is
too high

Default rate is 20.59%

U.S. Department of Education
requires a Cohort Default Rate of
15% or less

University agrees with auditors

Inaccurate Schedule of Expenditures
of Federal Awards

Two programs had an incorrect
CFDA number

A pass-through award was initially
reported as a directly funded award

FINDINGS. CONCLUSIONS, AND
RECOMMENDATIONS

FEDERAL PERKINS LOAN COHORT DEFAULT
RATE TOO HIGH

The University’s Federal Perkins Loan cohort default rate is in
excess of the threshold for administrative capability stipulated
by the U.S. Department of Education.

The Federal Perkins Loan cohort default rate as of June 30,
2015 was 20.59% and was obtained from the University’s
Federal Perkin’s loan servicer. The U.S. Department of
Education regulations state that the Cohort Default Rate for
Perkins Loans made to students for attendance at the
institution should not exceed 15%. (Finding 2, page 23)

We recommended the University improve procedures to
collect its Federal Perkins Loans made to students in order to
continue to participate in this program.

University officials agreed with the recommendation and
stated they are restructuring their collection department to fill
the gaps of collection personnel due to limited resources.

NEED TO IMPROVE THE CONTROLS OVER
PREPARATION OF AN ACCURATE SCHEDULE OF
EXPENDITURES OF FEDERAL AWARDS

The University did not prepare an accurate Schedule of
Expenditures of Federal Awards (SEFA).

The University provided the auditors their “Final” SEFA on
November 18, 2015. We tested the accuracy and
completeness of the SEFA and noted the following:

e Two programs were reported with the incorrect Catalog
of Federal Domestic Assistance (CFDA) numbers and
incorrectly identified the Federal agency that provided
the funding.

e One program passed awards through to nine sub-
recipients totaling $86,231 that were not reported as
such.

e A pass-through award was initially identified as a
directly funded award and included in the University’s
Research and Development (R&D) Cluster. The
University subsequently determined that the award was
not Federally funded and removed it from the R&D
Cluster and the SEFA.

e A pass-through award was initially identified as a
directly funded award. (Finding 3, pages 24-25)



University agrees with auditors

163 equipment items could not be
located

Six cellular devices not on the
property certification

University agrees with the auditors

We recommended the University improve their controls over
Federal awards so that it can prepare an accurate SEFA.

University officials agreed with the recommendation and
stated that they will increase the review of all program
descriptions and program numeration in the preparation for
next year’s report.

NEED TO IMPROVE CONTROLS OVER PROPERTY
AND EQUIPMENT

The University did not fully comply with requirements
applicable to its property and equipment.

We reviewed the University’s property inventory certification
as of March 31, 2015 that was submitted to the Department of
Central Management Services (DCMS). The inventory
certification to DCMS reported 163 items ($269,905) of
equipment that could not be located by the University. These
assets were acquired by the University during the current year
as well as past fiscal years. Included in the equipment that
was reported as “unlocated” were approximately 76
computers, servers, CPUs or other electronic storage devices.

The University did not immediately perform a complete
assessment of one of the missing computers to determine if
notification was required as outlined in the Personal
Information Protection Act (815 ILCS 530/25). After our
inquiry, the University performed further procedures and
concluded that no sensitive data would have been on the
computer.

We also noted that the University owns six cellular devices
that are assigned to and used by University employees. The
phones were assigned a tag number by the University, but
these items were not recorded in the University’s property
certification to DCMS. Each of these cellular devices cost
$200 and would be considered an item subject to theft.
(Finding 8, pages 34-35) This finding was first reported in
2013.

We recommended the University strengthen its internal
controls over the accountability of equipment. We also
recommended the University complete detailed assessments of
any missing or lost computer devices in a timely manner.

University officials agreed with the recommendation. (For the
previous University response, see Digest Footnote #1.)

NONCOMPLIANCE WITH CAMPUS SECURITY
ENHANCEMENT ACT OF 2008

The University did not have adequate controls in place to
ensure that required criminal background investigations were



16 employees hired prior to the
completion of the criminal
background investigation

For 3 of 25 employees tested there
was no evidence of a criminal
background investigation

University agrees with the auditors

No documentation that employment
history was verified

No evidence for 7 new hires that
education credentials were verified

conducted prior to employment for those employees hired for
security sensitive positions.

The Campus Security Enhancement Act of 2008 (Act) (110
ILCS 12/5) states that “Each public institution of higher
education shall, through written policy and procedures,
identify security-sensitive positions and make provision for
the completion of criminal background investigations prior to
employing individuals in those positions”.

We obtained a listing of 210 security-sensitive positions
identified by the University and selected 25 individuals for
testing (15 employees that were hired in the current fiscal year
and 10 employees that were hired in previous fiscal years).
We noted the following:

e Sixteen employees were hired prior to the completion of
criminal background investigations (ten of these
employees were hired in the current fiscal year). These
background investigations were completed between 2
days to 9.4 years after the hiring of the employee.

e Three employees that were hired for security sensitive
positions in prior years had no evidence that a criminal
background investigation had ever been obtained.
(Finding 9, page 36)

We recommended the University comply with the
requirements of the Act and obtain criminal background
investigations prior to hiring employees for security-sensitive
positions. We further recommended the University identify
employees in security sensitive positions who have not had a
previous criminal background check and obtain one.

University officials agreed with the recommendation and
stated a written policy and procedure identifying security
sensitive positions has been created and criminal background
investigations have been completed.

NEED TO IMPROVE CONTROLS OVER THE HIRING
OF NEW EMPLOYEES

The University did not have sufficient controls in place to
ensure compliance with University policies applicable to the
hiring of certain new employees.

We selected a sample of 10 employees that were hired during
fiscal year 2015 and noted the following:

The University could not provide any documentation
that the University had verified the employment history
of any of the applicants.

e For seven of the new hires, the University could not
provide evidence that it had verified the education



University agrees with the auditors

credentials that were contained on the job applicant’s
resume. (Finding 10, pages 37-38)

We recommended the University improve its procedures to
ensure compliance with University policies applicable to
hiring.

University officials agreed with the recommendation and
stated that they have increased its pre-employment services to
include background checks, verification of at least the last
employment record, criminal record and education
verification.

OTHER FINDINGS
The remaining findings are reportedly being given attention by

University officials. We will review progress toward
implementation of our recommendations in our next audit.

AUDITOR’S OPINION

The financial audit report was previously released. The
auditors stated the financial statements of the Chicago State
University as of and for the year ended June 30, 2015, are
fairly stated in all material respects.

The auditors also conducted a Single Audit of the University
as required by OMB Circular A-133. Our auditors stated the
University complied, in all material respects, with the types of
compliance requirements that could have a direct and material
effect on each of the University’s major federal programs for
the year ended June 30, 2015.

ACCOUNTANT’S OPINION

The accountants conducted a compliance examination of the
University for the year ended June 30, 2015, as required by the
Illinois State Auditing Act. The auditors stated the University
complied, in all material respects, with the requirements
described in the report.

SIGNED ORIGINAL ON FILE

FRANK J. MAUTINO
Auditor General

FIM:TLK
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SPECIAL ASSISTANT AUDITORS

Borschnack Pelletier & Co. were our special assistant auditors.

DIGEST FOOTNOTES

#1 — INADEQUATE CONTROLS OVER PROPERTY
AND EQUIPMENT

2014 - The University has made significant progress in tracking and
accounting for University property. The University’s Property
Control Department will provide additional training to its fiscal
officers to reinforce the process governing asset movement. The
Property Control Department will coordinate periodic spot audits
and midyear inventories with University departments to ensure
proper oversight of University property. The Office of Compliance
will review the results of these audits and inventories. Additionally
the University will institute disciplinary procedures which will hold
individuals accountable for the property under their control.

The University’s Information Technology Department has been
tasked with the responsibility of reporting any future informational
breaches to the General Assembly as required by the statute.
Additionally, the General Assembly had been notified of the breach
that occurred in FY14.

vii
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