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INTRODUCTION

This report addresses the State Compliance
Examination and Federal Single Audit of Northern Illinois
University for the year ended June 30, 2009 conducted in
accordance with OMB Circular A-133. The Financial Audit
and Report Required under Government Auditing
Standards for the year ended June 30, 2009 were previously
issued.

SYNOPSIS

The financial information in the University
Compliance Reports contained corrections to
opening fund balances totaling $5.8 million in the
June 30, 2009 report and $3.0 million in the June 30,
2008 report.

The cash and investment balances reported to the
[llinois Office of the Comptroller on the quarterly
Locally Held Funds report was overstated by $2.2
million.

The University had not assured adequate disposal of
confidential information.

{Expenditures and Activity Measures are summarized on the next page. }


http://www.auditor.illinois.gov/

NORTHERN ILLINOIS UNIVERSITY
COMPLIANCE EXAMINATION

(In Accordance with the Single Audit Act and OMB Circular A-133)

For The Year Ended June 30, 2009

COMPARATIVE SCHEDULE OF INCOME FUND FY 2009 FY 2008 FY 2007
REVENUES AND EXPENSES
INCOME FUND REVENUES
Tuition, Net Of WAIVETS ......eeevuiieiiiieiiieeiie e eeiee et e e e $117,183,96  $103,634,61  $97,087,230
Material fEeS.......eeviveuiiiiiiiiie e 1 1 5,496,245
EXEENSION......ccuviiiiiieiriieiieeeieeeereeeiee e et e etbeesereeetaeeereeesrae e 5,916,180 5,924,493 5,346,207
INtEreSt INCOME. ....cccevrieeeeiiieeeeiieeeeeiiteeeeieeeeetreeeeeeraeeeseraee s 1,207,900 5,738,542 2,298,091
(011115 OSSPSR 77,215 1,736,295
Total Income Fund Revenues............ccoevveeeecisneeecssneeecssnnnens 1,679,100 1,028,749
INCOME FUND EXPENSES $126,064.35 1,058,596  $111,256,52
Personal SEIVICES.......uvvviiivrireiiiiiee et 6 $118,092.53 2
FICA/MEAICATC......cccvvveeeeiiieeeeiiieeeeiiieeeeiiee et e eree e e 7
CoNtractual SEIVICES ....uvviveiiiiiieieeee ettt eaeeees $75,784,830 $65,003,835
TTAVEL. ..t 2,056,738  $72,589,030 1,666,255
COMMOMITICS ..ottt 26,043,984 1,926,634 22,622,266
Award/grants and matching funds ..........cccoeccvvveereiieeeniieee e, 1,057,185 27,227,566 1,102,634
Equipment and library books............cccceevriieeenniieeeniiee e 1,928,898 1,108,386 1,801,989
TeleCOMMUNICATIONS. .......ccvvieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeereaeeeeeeeeees 2,811,190 2,259,051 1,463,457
AULOMOTIVE ...t eiiee ettt et eesve e e e e sebeeetaeeseseeeeneas 2,382,563 2,385,254 126,643
Capital repairs and permanent improvements................cc.c.ee..... 1,174,748 849,938 1,303,225
CMS health INSUTANCE ........covvveeeeeeeeeeeeeeeeeeee e 260,977 1,290,151 177,651
Unemployment compensation benefits ..........ccoccvveeevrvveeenennnn.. 13,643,687 217,063 4,867,241
Total Income Fund Expenses ................ccccccceevvnniiiieeenennnnn. 1,262,400 6,156,855 1,204,000
74,988 1,204,000 39,449
$128.482.18 33316 $101,378.64
8 $117,247.24 5
4
SUPPLEMENTARY INFORMATION | FY2009 | FY2008 | FY2007
Employment Statistics
Appropriated and Nonappropriated funds:
Faculty/administrative............coocvveeeeriieeeniiieeeniieeeeniee e 2,252 2,209 2,210
CIVIL SEIVICE...oieiiiiiieeeee et aeeees 1,482 1,468 1,462
Student EMPIOYEES. .....ceruvrereeririeeeririeeeeiireeeeirreeessrreeeesrreeeenns 482 544 521
Miscellaneous CONLIACES .........cccvveeeeererieeerrinreeeririeeesnneeeneneeess _ 187 _163 _ 147
Total EMPIOYEES....ccciierrreiinssseriossseriosssnssossssssosssssessssnseses 4,403 4,384 4,340
Selected Activity Measures (Unaudited)
Fall semester enrollment — Undergraduate..............ccccoevveeennnenn. 16,566 17,042 17,107
Fall semester enrollment — Graduate...........ccccceevvveeeerinieeennnnnnn. 3,177 2,939 3,043
Fall semester enrollment — Professional ..............cc.cccceevvveennnne... 367 399 385
UNIVERSITY PRESIDENT

During Audit Period: Dr. John G. Peters
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John G. Peters




Beginning balance was
restated and increased by
$5.1 million in 2009

Accruals were not identified
and cost centers were omitted

The University agreed with
our recommendation

FINDINGS, CONCLUSIONS, AND
RECOMMENDATIONS

CORRECTION OF ERRORS IN COMPLIANCE
REPORT FINANCIAL INFORMATION

The financial information in the June 30, 2009 and 2008
Compliance Reports contained corrections to opening fund
balances.

The June 30, 2009 Compliance Examination Report
contained condensed financial information schedules for
other entities which included restatements of beginning cost
center fund balances for accruals and additions to the cost
centers the University failed to identify. The Residence Hall
cost center beginning balance was increased by $5,123,912,
the Continuing Education and Public Service cost center
beginning balance was increased by $12,117 and the
Student Programs and Services cost center beginning
balance was increased by $679,099.

The June 30, 2008 Compliance Examination Report
contained condensed financial information schedules for
other entities which included restatements of beginning cost
center fund balances for accruals and additions to the cost
centers the University failed to identify. The Residence Hall
cost center beginning balance was increased by $2,335,102,
the Auxiliary Business Operations cost center beginning
balance was increased by $560,884 and the Indirect Cost
Support cost center beginning balance was increased by
$153,971.

University officials stated the misstatements were due to
accruals not being identified with the appropriate entity and
new cost centers being omitted. (Finding #2, page 22)

We recommended the University assess its internal
controls over financial reporting to identify accruals with the
appropriate entity and new cost centers and ensure they are
included in the University’s financial schedules in the
compliance report.

The University agreed with our recommendation and
stated that all financial report schedules in the compliance



Cash and investment
balances were overstated by
$2.2 million

University disagrees with
auditors

report would be based upon the audited financial
statements.

LOCALLY HELD FUNDS REPORT NOT
ACCURATE

The cash and investment balances reported to the
Illinois Office of the Comptroller (Comptroller) on the
quarterly Locally Held Funds report for June 30, 2009, did
not agree to the cash and investment balances reported its
financial statements.

During our examination we noted a $2,164,540
overstatement of the cash and investment amounts reported
on the June 30, 2009 Locally Held Funds report as
compared to the amount of cash and investments reported
in the University’s financial statements. The University
explained the difference, but did not file a revised report as
recommended in the prior year’s finding.

According to University management this is a timing
issue that will never be resolved. The report is due
according to SAMS Procedure by July 31. All accruals and
adjustments that are made post June 30th are included in the
financial statements. The difference between the two
reports is that activity. The University does not believe it is
required to continuously restate a filed report to make it
agree with the financial statements. (Finding #3, pages 23-
24) This finding was first reported in 2007.

We recommended the University prepare the locally
held funds report so that year-end cash and investment
balances agree to those reported in its financial statements.
The University should file a revised report if it subsequently
determines the cash and investment balances as originally
filed are significantly different from those reported in the
financial statements.

The University disagreed with the finding. University
officials stated that they had complied with SAMS
Procedure 33.13.20 and had supplied the State a
reconciliation between the quarterly report and the financial
statement presentation. Further, the auditors’
recommendation of filing a revised quarterly report did not



Auditors’ Comment

Filing inaccurate reports
undermines the State
Comptroller’s ability to
perform its statutory
responsibility

Noncompliance with existing
procedures

Personal information found
in waste bins

eliminate the finding or speak to the underlying issue of
timing.

In an Auditors’ Comment we noted the University had
not complied with SAMS Procedure 33.13.20. The report
filed with the Illinois Office of the Comptroller for the last
quarter of fiscal year 2009 overstated the ending cash and
investment balance by $2,164,540. In last quarter of fiscal
year 2008 the University filed a report that differed from the
ending balance of cash and investments by $328,646
(Finding 08-3) and in the last quarter of fiscal year 2007 the
University filed a report that understated the cash and
investment balance by $31 million (Finding 07-5).

The University acknowledged that the report filed in the
last quarter of fiscal year 2009 was filed in error by
describing a reconciliation that they provided to the
Comptroller. By filing inaccurate reports with the
Comptroller’s office, the University undermines the
Comptroller’s ability to perform its statutory responsibility
under the State Comptroller Act (15 ILCS 405/16) to
capture the receipts, disbursements and ending balances in
State locally held funds on a quarterly basis. (For the
previous University response, see Digest Footnote #1.)

DISPOSAL OF CONFIDENTIAL INFORMATION
NOT ADEQUATE

The University had not assured adequate disposal of
confidential information.

Although the University had established policies relating
to the security of confidential and personal health
information, and had established procedures for disposing of
confidential information, we found instances of non-
compliance with existing procedures.

While performing walkthroughs at the University’s
Health Services facility, we noted the following:

e Personal and confidential information was not
always placed within the lockable shred bins. We
found personal and confidential information
including lab reports and hospital reports showing



University disagrees with
auditors

Auditors’ Comment

patient name, address, patient number, date of birth
and diagnosis/subscription information or tests
performed within recycle/waste bins located near
copiers.

e One bin used for disposing confidential information
to be shredded was not locked. This bin was
located near a copier off a hallway accessible by
students and staff.

University personnel stated policies and procedures
exist regarding the adequate disposal of confidential
information. (Finding #6, pages 29-30)

We recommended the University assess its procedures
for safeguarding and subsequent disposal of all confidential
information and assure compliance with established policies
and procedures. Further, the University should assure
University-wide procedures for properly disposing
confidential information are enforced and periodically
communicated to all University personnel.

University officials disagreed with the finding and stated
there were no cited examples of documents containing
information deemed to be confidential under current law
disposed of improperly. The fundamental premise of the
auditor’s finding is based on his subjective interpretation of
what data could be acquired for purposes of exploiting a
“human engineering” vulnerability.

Although the University disagreed that this issue rises to
the level of a finding, we do agree that it is prudent and
responsible to take action to help eliminate potential
exposures of information that could be leverage for
nefarious purposes. The University stated it would perform
in-service briefings and business process reviews to help
refresh the general awareness of staff regarding overall
information and document controls.

In an Auditors’ Comment we noted that assuming the
University’s reference to “human engineering” vulnerability
is referring to the capacity of individuals to find ways to
exploit confidential information, we continue to believe
steps — such as not leaving personal medical information out
in the open — can and should be taken. To that end we are



pleased the University agrees “...it is prudent and
responsible to take action to help eliminate potential
exposures of information...” We strongly believe that
deficiencies in safeguarding confidential information are a
significant internal control weakness that should be reported
to promote corrective action.

OTHER FINDINGS

The remaining findings are reportedly being given
attention by the University. We will review the University’s
progress toward the implementation of our
recommendations in our next financial audit, State
compliance examination and federal Single audit.

AUDITORS' OPINION

We conducted a compliance examination of the University
for the year ended June 30, 2009 as required by the Illinois
State Auditing Act, the Single Audit Act and OMB Circular A-
133. A financial audit and report required under Government
Auditing Standards covering the year ending June 30, 2009
were issued separately.

WILLIAM G. HOLLAND, Auditor General
WGH:JAF:pp

SPECIAL ASSISTANT AUDITORS

Our special assistant auditors for this engagement were
Clifton Gunderson LLP.



DIGEST FOOTNOTES

#1: LOCALLY HELD FUNDS REPORTING — Previous University
Response

SAMS Procedure 33.13.20 requires the University to file its Report on
Locally Held Funds for the quarter ended June 30 by July 31. The University
is in compliance with Procedure 33.13.20. Adjustments to cash and
investments occur after the July 31 deadline and these adjustments are
included in the financial statements submitted to the Comptroller’s Office.
The University will comply with the recommendation but notes that it still
will not be in compliance as the original Form C17 will still be required to be
revised after the initial filing. Changing the SAMS Procedure 33.13.20
reporting deadline for the quarter ended June 30 to match the GAAP package
deadline would eliminate the need for multiple filings by all State agencies.



