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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, on Internal Control Over
Compliance and on Supplementary Information for State Compliance Purposes does not
contain scope limitations, disclaimers, or other significant non-standard language.

SUMMARY OF FINDINGS
Number of This Report Prior Report
Findings 5 3
Repeated findings 1 1
Prior recommendations implemented
or not repeated 2 2

Details of findings are presented in a separately tabbed report section.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Item No. Page Description

FINDINGS AND QUESTIONED COSTS (FEDERAL COMPLIANCE)
06-1 14 Written Agreements Were Not in Place with Off-
campus Organizations Employing Federal Work

Study Students

FINDINGS (STATE COMPLIANCE)

06-2 16 Failure to Timely Cancel University Cards and
System Data Access Upon Employee Separation

06-3 18 Failure to Follow University Policy for P-Card
Purchases

06-4 20 Time Sheets are Not Maintained in Compliance
with the State Officials and Employees Ethics Act

06-5 23 The University Failed to Comply with Provisions

of the Illinois Procurement Code for Contracting
PRIOR FINDINGS NOT REPEATED (STATE COMPLIANCE)

06-6 25 Inadequate security controls



PRIOR FINDINGS NOT REPEATED (FEDERAL COMPLIANCE)

06-7 26 Late filing of performance reports

EXIT CONFERENCE

The University waived an exit conference. Written responses to the findings were provided by
Ron Cremeens, Internal Audit Director, on March 5, 2007.
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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

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
[llinois State Agencies (Audit Guide) as adopted by the Auditor General, during the year ended
June 30, 2006. 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.

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. 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.

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.

Our examination was conducted 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 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 aforementioned
requirements during the year ended June 30, 2006. 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 State
findings and questioned costs as findings 06-3, 06-4, and 06-5.

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

Internal Control

The management of the University is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws and regulations. In planning
and performing our examination, we considered the University's internal control over
compliance with the aforementioned requirements 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.

We noted certain matters involving internal control over compliance and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our
attention relating to significant deficiencies in the design or operation of the internal control
over compliance that, in our judgment, could adversely affect the University’s ability to comply
with one or more of the aforementioned requirements. Reportable conditions are described in
the accompanying schedule of State findings and questioned costs as finding 06-2.

A material weakness is a condition in which the design or operation of one or more internal
control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws and regulations that would be material in relation to one or
more of the aforementioned requirements being examined may occur and not be detected
within a timely period by employees in the normal course of performing their assigned
functions. Our consideration of internal control over compliance would not necessarily
disclose all matters in internal control that might be reportable conditions and, accordingly,
would not necessarily disclose all reportable conditions that are also considered to be material
weaknesses. However, we believe the reportable condition described above is not a material
weakness.

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



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 and
management and is not intended to be and should not be used by anyone other than these

specified parties.
e Syfad Gy 1<
Crowe Chizek and Company L
Oak Brook, Illinois
November 10, 2006
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Report on Internal Control Over Financial Reporting on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Honorable William G. Holland

Auditor General, State of Illinois
and Board of Trustees

Southern Illinois University

As Special Assistant Auditors for the Auditor General, we have audited the financial
statements of Southern Illinois University (the "University") as of and for the year ended
June 30, 2006, and have issued our report thereon dated November 10, 2006. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the University's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide an opinion on the internal control
over financial reporting. Our consideration of the internal control over financial reporting
would not necessarily disclose all matters in the internal control that might be material
weaknesses. A material weakness is a reportable condition in which the design or operation of
one or more internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses. However, we noted certain immaterial instances of internal control
deficiencies, which were reported to the University's management in a separate letter dated
November 10, 2006.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions



of laws, regulations, contracts, and grant agreements, noncompliance which could have a direct
and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance or other matters that are required to be reported under Government Auditing
Standards. However, we noted certain matters which are reported as State compliance findings
in the Schedule of Findings. We also noted certain other matters which have been reported to
the University's management in a separate letter dated November 10, 2006.

This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, the Board of Trustees, University

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.

avwe "J L«
Crowe Chlzek and Compan

Oak Brook, llinois
November 10, 2006
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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

Compliance

We have audited the compliance of Southern Illinois University (the "University") with the types of
compliance requirements described in the U.S. 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, 2006. 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, 2006.
However, the results of our auditing procedures disclosed an instance of noncompliance with those
requirements, which is required to be reported in accordance with OMB Circular A-133 and which is
described in the accompanying schedule of findings and questioned costs as item 06-01.
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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 and to test and report on the internal control over compliance in accordance
with OMB Circular A-133.

We noted certain matters involving the internal control over compliance and its operation that we
consider to be reportable conditions. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control over compliance
that, in our judgment, could adversely affect the University’s ability to administer a major federal
program in accordance with the applicable requirements of laws, regulations, contracts, and grants.
Reportable conditions are described in the accompanying schedule of findings and questioned costs as
item 06-1.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance with
the applicable requirements of laws, regulations, contracts, and grants caused by error or fraud that
could be material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. Our
consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be reportable conditions and, accordingly, would not necessarily disclose
all reportable conditions that are also considered to be material weaknesses. However, we believe that
the reportable condition described above is not a material weakness

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of the University as of and for the year ended June 30,
2006, and have issued our report thereon dated November 10, 2006. 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 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.

O Cpifl LLe

Crowe Chizek and Company LL
Oak Brook, Illinois
November 10, 2006
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2006

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 X No
e Reportable condition(s) identified that are not
considered to be material weakness(es)? Yes X None reported
¢ Noncompliance material to financial statements Yes No
noted? X
Federal Awards

Internal control over major programs:

e Material weakness(es) identified? Yes X No

e Reportable condition(s) identified that are not
considered to be material weakness(es)? X Yes 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 X 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: $2,274,400
Auditee qualified as low-risk auditee? X Yes 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 14 -15

Status of Prior Year Findings - See page 26

13



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - FEDERAL
Year ended June 30, 2006

06-1 Written Agreements Were Not in Place with Off-Campus Organizations Employing
Federal Work Study Students

Federal Agency: Department of Education

CFDA Number: 84.033

Program Name: Cooperative Work Study Program
Questioned Costs: None

The University failed to comply with federal regulations for employing Federal Work Study
students as tutors with an off-campus organization.

Written agreements had not been executed between the University and off-campus
organizations employing Carbondale campus Federal Work Study (FWS) students as tutors for
the America Reads Program.

According to the 2005-2006 Federal Student Aid (FSA) Handbook vol. 6, Ch. 2, Page 12, a school
must enter into a written agreement with an off-campus organization "employing" FWS students.
In addition, a written agreement is required with the off-campus organization even if the school is
considered the employer of the FWS student. The agreement should specify what share of
student compensation and other costs will be paid by the off-campus organization. It should
establish the work conditions and whether the school or the off-campus organization will be the
employer for purposes of hiring, firing, and paying the student. In addition, the agreement
should identify whether it is the school or off-campus organization who will be liable for any on-
the-job injuries to the student.

Of the nearly $2.2 million that was expended from the Cooperative Work Study Program at the
Carbondale campus during the fiscal year, $29,000 was paid to the 38 America Reads Program
tutors.

University Officials stated they were not aware that this requirement applied to the University.
Without written agreements between the University and participating off-campus
organizations, roles, responsibilities and liabilities are not defined and may come into question.

In addition, the University is in violation of a federal regulation related to this program (34CFR
675.20(b)). (Finding Code No. 06-1)
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Recommendation

We recommend that written agreements be executed between the University and participating
off-campus organizations employing FWS students in accordance with the requirements of the
FSA Handbook and federal regulations.

University Response

Accepted.

University Corrective Action Plan

Name of Contact Person: Lynn C. Smith, Chair, Curriculum and Instruction and Billie Jo
Hamilton, Director, Financial Aid.

Corrective Action Plan: The University has developed a Memorandum of Understanding that
will be executed between the University and participating off-campus organizations employing

Federal Work Study students.

Anticipated Completion Date: Spring 2007.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year ended June 30, 2006

06-2 Failure to Timely Cancel University Cards and System Data Access Upon Emplovyee
Separation

The University failed to timely cancel University telephone calling and fuel PINs as well as
system data access upon employee separation. We noted the following deficiencies.

Calling Cards
We tested 13 separated employees at both the Carbondale campus and the Edwardsville

campus, for timely calling card cancellation, and we noted the following:

e FEight (8) (62%) calling cards issued to employees on the Carbondale campus were not
timely cancelled upon the employee's termination from the University. These cards
remained active after the employee's termination for 27 - 60 days, with six of the eight
being cancelled between 27 and 30 days after termination. All have been subsequently
cancelled.

e Ten (10) (77%) calling cards issued to employees on the Edwardsville campus were not
timely cancelled upon the employee's termination from the University. These cards
remained active after the employee's termination for 30 days to over 8.5 years. All of
these cards had been cancelled by University personnel as of our test date in August,
2006.

Fuel PINs

We reviewed the list of active fuel personal identification numbers (PIN) (92 PINs) for the
Carbondale campus, and we noted employees that have long been separated from the
university still remained on the list as having an active fuel PIN. The fuel PINs for forty-one
(41) employees (45%) were not cancelled by the University at the date of separation. These PINs
remained active from 181 days to 12 years. However, it was noted that a physical device is
required in addition to the PINs in order to operate the fuel pumps and that these physical
devices remain with the university vehicle keys. Also, Fiscal Officers are responsible for
monitoring usage of the PINs. All of these PINs have subsequently been cancelled. No
exceptions of this nature were noted on the Edwardsville campus.

Network Access

On the Carbondale campus, we noted several instances where access to the campus network
was not revoked when employees/students separated from the University. We tested 14
terminated employees and 11 terminated students, and noted that network access status for 3 of
the employees (21%) was still "active," and that the network access status for 6 of the employees
(46%) was "expired." However, terminated employees with expired status can, in certain
circumstances, still re-activate their Network Ids. We noted no exceptions regarding students
who had left the University, and we noted no exceptions of this nature on the Edwardsville
campus.

Upon separation of any employee, as a matter of good business practice, the University should
timely cancel the employee's access to University data and should ensure that all University
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property is returned in a timely fashion. This includes but is not limited to telephone calling
cards, fuel PINs and network access rights.

The SIUE Departing Employee Checklist and the SIUC Departmental Exit Checklist both
include the retrieval of keys, cell phones, pagers, credit cards, university's equipment, etc.
However, the use of this form is optional at the Carbondale campus. In addition, every
University department, independently, makes sure that their employees return all of the
University items before departing the unit. It is the responsibility of Fiscal Officers to inform
other departments of original items issued to departing employees during their employment
with the University. It is the University’s practice to cancel calling cards within 30 days.

While no actual incidents of abuse were noted during our testing, the University is at risk of
incurring non-business charges by failing to promptly cancel calling cards and fuel PINs; the
University is also at risk of exposing its resources to unauthorized access and use by failing to
deactivate Network IDs. (Finding Code Nos. 06-2 and IM05-1)

Recommendation

We recommend that the University establish consistent campus-wide policies and procedures
regarding the timely retrieval of University owned properties and timely cancellation of access
upon employee termination in order to safeguard University data and resources. This could
include a centralized notification process, perhaps initiated by the Human Resources
Department, rather than reliance on individual department notification of multiple areas that
need to take action to recover University property and cancel network access. We further
recommend that the University shorten the timeframes between employee termination and the
canceling of calling cards, and that the STUC Departmental Exit Checklist be made mandatory.

University Response

Accepted.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year ended June 30, 2006

06-3 Failure to Follow University Policy for P-Card Purchases.

The University failed to follow its written policies for P-Card purchases.
During our examination, we noted the following weaknesses:

* We noted the Edwardsville campus strung together a number of specific vendor
purchases with other P-Card purchases. Several P-Card purchases were made from the
one vendor at approximately the same time. Specifically, nine (9) transactions were
involved with charged amounts ranging from $472 to $22,896. The total amount paid to
this one vendor ($74,508), exceeded the bid limit requirement and P-Card maximum
limit. The items purchased were nursing PDA's and software.

e A list of telecommunication expenditures for the Carbondale campus included several
purchases of telecommunication equipment by P-Card, which is prohibited per
University policy (P-Card Prohibited Purchases/Exceptions List). We noted 15 such
items totaling $23,571 that we verified to be P-card purchases of telecommunication
equipment from various vendors.

The University P-Card policy states that P-Card purchases of $10,000 and over are still subject
to competitive selection in adherence with the University's stipulated guidelines on purchasing
(ie., obtaining quotations from multiple suppliers). The P-Card policy strictly prohibits
successive purchasing ('stringing") to circumvent the $10,000 competitive selection limit.
Additionally, the University has stipulated a per transaction limit for P-Card purchased for this
account of $25,000, and this amount was exceeded.

The P-Card Prohibited Purchases/Exceptions List, located on the Carbondale campus website,
specifically states that calling cards, as well as telecommunication equipment and services
cannot be purchased with University P-Cards.

University Officials stated, the stringing of P-Card purchases was an isolated incident by an
employee in violation of University policy. The purchase of telecommunication equipment
with P-Cards was a result of University personnel following informal policies that have not
been documented. These informal policies allow for certain exceptions to the P-Card policy
that is located on the University's website, however, these exceptions for P-Card purchases are
not documented in the policies of Southern Illinois University-Carbondale and directly conflict
with the policies that are currently reflected on their website. Therefore, University policy for
the Carbondale Campus P-Card purchases for telecommunications equipment is inconsistent
with actual purchase practices.

Failure to follow written P-Card policies can result in unauthorized purchases due to

circumvention of the approval process and a failure to follow competitive selection
requirements. (Finding Code No. 06-3)
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Recommendation

We recommend that the University establish effective controls to prevent abuse of P-Card
usage. Further, the University should review its policies and procedures to determine whether
policies are still relevant to its present business needs, make modification if necessary and
communicate the policies and procedures to all employees.

University Response

Accepted.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year ended June 30, 2006

06-4 Time Sheets are Not Maintained in Compliance with the State Officials and Emplovyees
Ethics Act

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 salaried employees did not maintain timesheets in compliance
with the Act. Employees' vacation and sick leave is tracked monthly using reports which are
filled out by each department's Fiscal Agent. 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 maintained for the majority of the University's employees. The employees
documenting time to the nearest quarter hour were only Civil Service bi-weekly paid
employees and student employees, who record time on time sheets.

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."

According to University personnel they relied upon an opinion received from the Office of the
Executive Inspector General and General Counsel for the Office of the Executive Inspector
General that a system of "absence reporting" would be an appropriate method of time keeping
under the Act.

Failure to require appropriate time sheets from its employees constitutes noncompliance with
State law. (Finding Code Nos. 06-4, 05-01)

Recommendation

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

University Response

As indicated in our 2005 response, Southern Illinois University (“University”) again
respectfully takes exception to this finding. The University has taken the steps necessary to
comply with the State Officials and Employees Ethics Act (“Ethics Act” or “Act”) and has
adopted the necessary policies to comply with the Act. Furthermore, the University believes
that it is in compliance with the Ethics Act, based on advice received from the Office of the
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Executive Inspector General (“OEIG”), interpretation of the Ethics Act and the University’s
efforts to comply with relevant federal and state laws.

All Southern Illinois University employees are subject to University policies. After reviewing
the University’s policies, it is clear that employees are required to report their time as required
by the Ethics Act. For example, at SIUC, the policy states:

Each time an employee finds it necessary to be absent during a scheduled
work period, a report explaining the absence should be filed with the
department. Except for emergencies, the use of vacation should be submitted
for approval in advance. When an absence is due to illness or injury, a
properly completed absence form should be presented to the department on
the day the employee returns to work. If benefit time is not or cannot be used
to compensate an employee, the employee will not be paid for the absence.
Documentation pertaining to employee absences should be retamed by the
department for a minimum of three years.

As reported in 2005, University employees have a scheduled work period during which they
are required to be at work and engaged in their duties as University employees. Any absences
from the scheduled work period must be reported on University approved forms and in
accordance with the policy quoted above. If the employee is not present during his/her
scheduled work period, then he/she must report the absence. Further, employees are subject to
discipline for violating work duties. In fact, the University’s policy provides greater reporting
requirements than those specified in the Ethics Act because employees are required to report
any and all absences from their scheduled work period rather than absences in fifteen minute
increments.

Further, upon enactment of the State Officials and Employees Ethics Act, the University, along
with other public institutions of higher education, met with the previous Executive Inspector
General, Z. Scott, to discuss the Universities’ requirements under the Ethics Act. During that
meeting, the Universities questioned whether their current practice of time reporting satisfied
the requirements of the Ethics Act. The Executive Inspector General indicated that such
practices were in compliance with the Ethics Act.

Notwithstanding the change in personnel related to the position of the Executive Inspector
General, the University community has not received any change or additional instructions on
the issue of time reporting. Based in part on the interpretation by the Agency responsible for
enforcement of the Ethics Act, the University has maintained its current system of timekeeping.

In addition, given the guidance that was provided by the Executive Inspector General, the
University does not believe that it could unilaterally require members of the bargaining units to
maintain time sheets in the fifteen minute increment as indicated by the Auditor General
without first bargaining the issue. The University believes that making a unilateral change
would expose it to an unfair labor practice charge without a sound legal basis to defend its
actions.

To summarize, Southern Illinois University’s current timekeeping polices and procedures, as
approved by the OEIG, meet the intent of the Ethics Act and do so in a more efficient and cost-
effective manner that the procedures specified by this finding. Finally, the University believes
that requiring a change for represented employees would potentially violate the current
collective bargaining agreements and would result in unnecessary and additional
administrative burdens for both represented and non-represented employees.
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Auditors’ Comment

As noted in the finding, the State Officials and Employees Ethics Act requires “State employees
to periodically submit time sheets documenting the time spent each day on official State
business to the nearest quarter hour...” 5 ILCS 430/5-5(c). This timekeeping requirement went
into effect March 1, 2004. The negative timekeeping system used by the majority of the
Universities” employees reports only time away from State business, not the time spent each
day on official State business. Further, it is logical to assume that, by adopting this language,
the legislature meant to effect a change in the method used by State employees to record their
time - that is, to adopt a positive timekeeping system.

In addition, the advice received from the Office of the Executive Inspector General upon which
the University relied in maintaining its customary negative timekeeping system is not a legal
opinion.

The auditors continue to believe that a positive timekeeping system for State employees is
required by the State Officials and Employees Ethics Act. If the University disagrees with this
conclusion, we further recommend that it seek a formal, written opinion from the Attorney
General’s Office on the requirements of this statutory provision.
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
FINDINGS, RECOMMENDATIONS AND UNIVERSITY RESPONSES - STATE
Year ended June 30, 2006

06-5 The University Failed to Comply with Provisions of the Illinois Procurement Code for
Contracting

The Carbondale campus did not comply with certain required contracting procedures. During
our tests of contractual service expenditures, we noted the following:

* One (1) of 25 (4%) contracts, totaling $35,000, did not have a Contract Obligation
Document which is required to be filed with the State Comptroller and maintained in
the contract file.

e Two (2) of 25 (8%) contracts totaling $77,081 had no disclosure of financial interest in the
contract file, and

* Three (3) of 10 (30%) lease contracts totaling $171,829 had no penalty stipulated in the
contract for failure of the lessor to deliver agreed upon improvements.

The [llinois Procurement Code (30 ILCS 500/20-80(b)) and the Statewide Accounting
Management System (Procedure 15.10.40) require State agencies to file contracts for
professional and artistic services exceeding $5,000 and contracts for other goods and services
exceeding $10,000 with the State Comptroller within 15 calendar days after execution.

Section 50-35 of the Illinois Procurement Code on disclosure and potential conflicts of interest,
requires that contracts with an annual value of more than $10,000 shall be accompanied by
disclosure of the financial interests of the contractor, bidder, or proposer. The financial
disclosure of each successful bidder or offeror shall become part of the publicly available
contract or procurement file maintained by the appropriate chief procurement officer.

Section 40-55 of the Illinois Procurement Code on lessor's failure to make improvements,
requires that each lease must provide for a penalty upon the lessor's failure to make
improvements agreed upon in the lease. The penalty shall consist of a reduction in lease
payments equal to the corresponding percentage of the improvement value to the lease value.
The penalty shall continue until the lessor complies with the lease and the improvements are
certified by the chief procurement officer and the leasing State agency.

The University did not recall whether it failed to retain a copy of the Contract Obligation
Document in their file or failed to file the contract with the Office of the Comptroller. The
Office of the Comptroller had no record of receiving a copy of the contract. The University
could not locate in their file nor could they remember if disclosure of financial interest was
provided by the suppliers. Lastly, University Officials stated they did not include in their lease
contracts the stipulation for penalties in case of lessors' failure to deliver improvements because
they deemed that any such failure was already addressed in the section on breach of the
general contract.

Failure to ensure contract documents are maintained and filed with the Office of the
Comptroller constitutes non-compliance with the Illinois Procurement Code. Also, failure to
include a stipulation for penalties in case of a lessors' failure to deliver improvements could
inhibit the University's ability to timely remedy a breach of the lease agreement. (Finding Code
No. 06-5)
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Recommendation

We recommend the University ensure that awarded contracts be filed with the Office of the
Comptroller in accordance with State statutes and guidelines. Also the University should
ensure compliance with the Illinois Procurement Code with regard to disclosure of f1nanc1al
interest and required contractual provisions.

University Response

Accepted.
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06-6

STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (STATE)
Year ended June 30, 2006

During the prior period, the University did not have adequate security controls
over its computer systems.

During the current examination period, we noted that although some
weaknesses still existed, overall the University had made an improvement
regarding the security over their computer operations. As a result, the prior
finding has been downgraded to immaterial status. (Finding Code No. 05-2).
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06-7

STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
PRIOR FINDINGS NOT REPEATED (FEDERAL)
Year ended June 30, 2006

During the prior period, the University did not file performance reports by the
due dates for several of its research and development grant programs receiving
Federal financial assistance.

During the current period, all performance reports tested were filed by their due
dates. (Finding Code No. 05-3)
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS SUMMARY
Year ended June 30, 2006

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. Department of Veterans Affairs

U.S. Postal Service '

National Endowment for the Humanities

U.S. Department of State

CIES-Fulbright

National Aeronautics and Space Administration
Library of Congress

U.S. Department of Commerce

National Archives

Delta Regional Authority

U.S. Information Agency

Corporation for Public Broadcasting

TOTAL FEDERAL GRANTS AND CONTRACTS

Federal Expenditures

Carbondale Edwardsville Total

$ 22,089,496 $ 10,303,592 $ 32,393,088

1,108,180 - 1,108,180
17,722,160 10,669,593 28,391,753
3,095,183 670,922 3,766,105
45,236 42,394 87,630
1,201,985 22,664 1,224,649
1,915,101 616,013 2,531,114
994,978 55012 1,049,990
708,356 383,985 1,092,341
925,570 72,692 998,262

- 730,227 730,227

57,175 - 57,175

- 333,005 333,005

443,524 123,392 566,916
822,742 - 822,742
130 - 130

- 4,639 4,639

196,733 158,585 355,318
168,756 - 168,756

- 19,521 19,521

160,066 - 160,066
246,830 185,081 431,911

- 128,602 128,602

20,219 - 20,219
371 - 371

(139) - (139)

- 23,338 23,338

$ 51,922,652 $ 24,543,257 $ 76,465,909

Immaterial differences between the above summaries and the following Schedules of

Expenditures of Federal Awards are due to rounding
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2006

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, 2006:

Carbondale Edwardsville Total
Perkins Loan Program CFDA #84.038
Outstanding balance, July 1, 2005 $ 15,539,256 $ 2,128,547 $ 17,667,803
Additions:
Interest income 202,047 42,581 244,628
Decrease in provision for notes receivable 161,081 51,275 212,356
Contributions:
U.S. Government - - -
University - General funds - - -
Total contributions - - -
Total additions 363,128 93,856 456,984
Deductions:
Loans canceled or written-off, net 321,852 19,853 341,705
Administrative charges 197,338 118,180 315,518
Increase in provision for notes receivable - - -
Total deductions 519,190 138,033 657,223
Outstanding balance, June 30, 2006 $ 15383194 $ 2,084370 $ 17,467,564

71



STATE OF ILLINOIS

SOUTHERN ILLINOIS UNIVERSITY

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2006

NOTE B - STUDENT LOAN PROGRAMS ADMINISTERED BY THE UNIVERSITY

(Continued)

Nursing Student Loan Program CFDA #93.364

Outstanding balance, July 1, 2005

Additions:
Interest income
Total additions

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

Outstanding balance, June 30, 2006

Health Professionals Loan Program
CFDA #93.342

Outstanding balance, July 1, 2005

Additions:
Contributions
Interest income
Decrease in provision for notes receivable
Other
Total additions

Deductions:
Loans canceled or written off (net)
Refunds to grantor
Increase in provision for notes receivable
Contractual services - Primary Care Loan
Total deductions

Outstanding balance, June 30, 2006
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Carbondale Edwardsville Total
$ - $ (16,644) $  (16,644)
- 36 36
- 36 36
- (348) (348)
- (348) (348)
$ - $ (16.260) $  (16,260)
$ 1,674,284 $ 238,653 $ 1,912,937
- 22,478 22,478
50,608 1,498 52,106
22,044 - 22,044
360 - 360
73,012 23,976 96,988
- 21,427 21,427
226,364 - 226,364
226,364 21,427 247,791
$ 1,520,932 $ 241202 $ 1,762,134



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2006

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

Carbondale Edwardsville Total

Disadvantaged Student Loan Program

CFDA #93.342
Outstanding balance, July 1, 2005 $ 181,297 $ 724 $ 182,021
Additions:
Interest income 2,224 18 2,242
Other 16 - 16
Total additions 2,240 18 2,258
Deductions:
Refund to grantor - - -
Increase in provision for notes receivable 2,088 - 2,088
Nonmandatory Transfer-Out - - -
Total deductions 2,088 - 2,088
Outstanding balance, June 30, 2006 $ 181,449 $ 742 $ 182,191

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, 2006, 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, 2006 $ 76978390 $ 47,958,269 $ 124,936,659
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2006

NOTE D - MAJOR PROGRAMS

The following federal program expenditures comprise major program expenditures under
OMB Circular A-133 for the year ended June 30, 2006. (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 $ 18,064,991 $ 8,037,717 $ 26,102,708

(2) Research and Development Cluster 20,044,756 1,362,204 21,406,960

(3) Head Start Program 3,205,874 10,147,757 13,353,631

(4) TRIO Cluster 788,641 1,565,623 2,354,264
Total major program

expenditures 42,104,262 21,113,301 63,217,563

Other program expenditures 9,818,390 3,429,956 13,248,346

Total federal expenditures $ 51,922,652 $ 24543257 $ 76,465,909

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).
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STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY

. NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year ended June 30, 2006

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
Program Title Number
Carbondale:
Higher Education Challenge Grants 10.217
Grants for Agricultural Research,

Special Research Grants 10.200
Grants for Agricultural Research 10.206
Wildlife Restoration 15.611
Educational Exchange

Fulbright American Studies Institutes 19.418
Social, Behavioral, and Economic Sciences 47.075
Incentives Grant - WIA 17.267
U.S. Department of Energy 81.DE-FC26-98FT40028
U.S. Department of Energy 81.FC26-03-NT41839
U.S. Department of Defense 12.CE-PO-DACW42-02-0018
Improving Teacher Quality State Grants 84.367

Subrecipients - Carbondale
Federal CFDA
Program Title Number
Edwardsville:
Education and Human Resources 17.267
Head Start 93.600
Americorps & Retired/Senior
Volunteer Program 94.006

Subrecipients - Edwardsville
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Amount Provided
to Subrecipients

$ 10,762

95,332
61,479
13,652

37,039
89,608
123,906
17,199
158,316
84,497

90,615

$ 782,405

Amount Provided
to Subrecipients

$ 123,906
553,278

146,347

823,531



STATE OF ILLINOIS
SOUTHERN ILLINOIS UNIVERSITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year ended June 30, 2006

NOTE F - NON-CASH ASSISTANCE AND FEDERAL INSURANCE

During the year ended June 30, 2006, 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, 2006.

NOTE G - RATIOS OF FEDERAL EXPENDITURES TO TOTAL UNIVERSITY EXPENDITURES

Carbondale Edwardsville Total
Amount Percent Amount Percent Amount Percent
Total federal awards $ 51,922,652 $ 24,565,735 $ 76,488,387
Loans - (22,478) (22,478)
Federal expenditures $ 51,922,652 9.42% $ 24,543,257 11.18% $ 76,465,909 9.92%
Nonfederal funds* 499,228,480 90.58 194,953,773 88.82 694,182,253 90.08

$ 551,151,132 100.00% $ 219,497,030 100.00% $ 770.648,162  _100.00%

* Nonfederal funds are calculated by taking “Total Operating Expenses” for the University on the Statement of
Revenues, Expenses, and Changes in Net Assets and deducting the amounts relating to Federal expenditures.

Breakout of Major and Nonmajor Programs

Carbondale Edwardsville Total
Amount Percent Amount Percent Amount Percent
Major programs $ 42,104,262 81.09% $ 21,113,301 86.02% $ 63,217,563 82.67%
Nonmajor programs 9,818,390 18.91 3,429,956 13.98 13,248,346 17.33

Total federal expenditures $ 51,922,652 100.00% $ 24,543,257 100.00% $ 76465909 _100.00%

76



