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FINDINGS THIS AUDIT: 12

AGING SCHEDULE OF REPEATED FINDINGS

New Repeat Total Repeated Since | Category 1 | Category 2 | Category 3
Category 1: 0 1 1 2015 16-11
Category 2: 6 5 11 2014 16-05, 16-10
Category 3: 0 0 0 2012 16-03
TOTAL 6 6 12 2011 16-01

2005 16-09

FINDINGS LAST AUDIT: 10
INTRODUCTION

This digest covers our federal Single Audit and Compliance Examination of the Northern Illinois University for
the year ended June 30, 2016. A separate Financial Audit as of and for the year ended June 30, 2016, was
previously released on February 9, 2017. In total, this report contains 12 findings, one of which was reported in

the Financial Audit.

» (16-03) The University has not established adequate internal controls over contracts to ensure they are

SYNOPSIS

approved prior to performance and comply with all applicable state requirements.

* (16-08) The University did not fully respond to Freedom of Information Act requests and did not
retain documents in accordance with the Records Retention Act and its own policies.

» (16-11) The University did not fully comply with requirements applicable to its property and

equipment.

Category 1: Findings that are material weaknesses in internal control and/or a qualification on compliance with State laws and

regulations (material noncompliance).

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

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

{Financial data is summarized on next page.}
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NORTHERN ILLINOIS UNIVERSITY
COMPLIANCE EXAMINATION AND SINGLE AUDIT
For the Year Ended June 30, 2016

COMPARATIVE SCHEDULE OF INCOME FUND

REVENUES AND EXPENSES FY 2016 FY 2015*

INCOME FUND REVENUES
TUItion, NEt OF WAIVETS........eeiceeiieieceee e 158,056,807 $ 153,511,711
Material TEES.....cveiiiiie i 6,880,517 7,880,215
@11 =T SRR 810,440 2,105,688

TOtal REVENUES.......evveiciiie ittt 165,747,764 $ 163,497,614

INCOME FUND EXPENSES
PErsoNal SEIVICES........eeiiiiiiiie ittt 128,015,872 $ 84,201,999
FICA/MEAICAIE.......oeeiievee ittt 3,062,839 2,550,579
Unemployment compensation benefits............ccceveviieiieciieenen. 35,337 42,097
GrOUP INSUFANCE......eevrerieetiesieeiestee e eeesreesteeseesseesaeeneesseesseaneennens 3,541,300 1,770,650
COoNtraCtUAl SEIVICES......ocvviiii ittt 39,440,874 28,853,743
TEAVEL e 471,149 922,398
(0701 4104100 11 (= TR 2,651,375 2,970,530
Equipment and library DOOKS..........ccccocvveveiiieii e 5,586,783 8,858,610
TeleCOMMUNICALIONS. ....ciiiiiiiiec et 1,023,959 734,841
F AT (01110 ] (V=TT 302,555 492,737
Award/grants and matching funds..........cccooeviiiiiineiecie, 8,617,175 7,698,791
Permanent IMProVEMENTS. .........c.ocveveriereereseeseese e see e 1,023,690 1,750,469
Transfers out for non-revenue bond debt service............cc.......... 6,275,728 5,066,449
GASB NO. 35 adjUuStMENTS........cceiieeireiecieseese e 1,603,392 (177,512)

Total EXPENSES.....ociviiiiieiie ittt et 201,652,028 $ 145,736,381
* - Certain 2015 items have been reclassified to conform to the 2016 presentation.........

EMPLOYMENT STATISTICS (UNAUDITED) FY 2016 FY 2015
Faculty and AdminiStratiVe..........ccccevvereeiesieese e 2,251 2,324
CIVIL SEIVICE. ...t 1,351 1,394
Student EMPIOYEES.......cccvovveiiieceee e 439 488
Miscellaneous CONEIACTS..........ceciiiviiie i 212 181

Total EMPIOYEES......ccouiiieiieece e 4,253 4,387

ENROLLMENT STATISTICTS (UNAUDITED) FY 2016 FY 2015
Fall term enrollment.........ccoviiiiii i 16,738 17,148
Spring term enrollment..........ccccoeiii i 15,291 15,674

PRESIDENT

During Examination Period and Current: Dr. Douglas D.

Baker




Controls over contracts need
improvement

Missing certifications and clauses

Goods or services were provided
prior to contract approval

Contracts were not combined
despite a centralized procurement
function

FINDINGS. CONCLUSIONS, AND
RECOMMENDATIONS

INTERNAL CONTROLS OVER CONTRACTS NEED
IMPROVEMENT

Northern Illinois University (University) has not established
adequate internal controls over contracts to ensure they are
approved prior to performance and comply with all applicable
state requirements.

During our review of 84 contracts in effect during the year
ended June 30, 2016, we noted the following:

e 27 contracts (32%) were missing one or more of the
required certifications or clauses.

e 11 contracts (13%) did not have a contract obligation
document filed with the Illinois State Comptroller’s
Office. Each contract contained an order for delivery
that exceeded $20,000.

e 8 contracts (10%) were not approved prior to goods
or services being provided.

e The public procurement files for 5 contracts (6%) did
not contain all the evaluation material used to
determine the vendor to whom the contract was
awarded. Each contract was awarded under qualified
based selection procurement rules.

e 2 contracts (2%) exceeding $50,000 each were
approved without obtaining the vendors’ disclosure
of financial interest form.

Additionally, we noted the University gave a vendor two
orders for tree trimming services on July 1, 2015. One order
was for $55,400 while the other was for $50,000. If combined
these orders would have exceeded the small purchasing
threshold of $55,800 and would have been required to be put
out to bid. University officials stated that these orders were not
combined as two different departments requested the service
and had different funding sources. We note the University has
a centralized procurement function and a benefit of a
centralized purchasing function is that different departments’
needs can be combined when obtaining goods and services.
(Finding 3, pages 19-22). This finding has been repeated
since 2012.

We recommended the University implement appropriate
procedures to ensure contracts are complete, are properly
approved prior to performance, and supported with complete
public procurement files.



University accepts the finding

Missing information was provided 5
days after it was due based on the
original request

Requestor questioned the
completeness of information
provided by the University

University accepted the finding

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

NEED TO COMPLY WITH THE FREEDOM OF
INFORMATION AND STATE RECORDS RETENTION
ACTS

Northern Illinois University (University) did not fully respond
to Freedom of Information Act requests and did not retain
documents in accordance with the Records Retention Act and
its own policies.

We selected a sample of 25 responses to Freedom of
Information Act requests to review the completeness of the
University’s responses and noted the following:

e 3 responses (12%) did not include all the information
requested.  The University did not inform the
requestor the information was not included in the
response or provide a reason as to why it was not
included. One of the requestors noted that
information was missing and informed the University
of the oversight. The missing information was
provided 5 business days after it was due based on the
original request.

e 1 response (4%) to a request for a listing of all e-mails
written and received by an employee in the
Administration and Finance office for a period of four
months contained 351 e-mails or approximately 3 a
day. The requestor questioned the completeness of
the list and was informed the University had provided
all the information it had and if the employee had
deleted any e-mails during the requested timeframe it
was too late to recover them. The e-mails requested
would have been approximately two years old at the
time of the request. (Finding 8, pages 29-30)

We recommended the University strengthen controls over its
process of providing responses to Freedom of Information Act
requests and implement controls to ensure its employees are
aware of document retention policies and procedures.

University officials accepted the recommendation.

NEED TO IMPROVE CONTROLS OVER PROPERTY
AND EQUIPMENT

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

We reviewed the University’s property inventory certification
as of November 30, 2015 that was submitted to the



315 items totaling $356,432 could not
be located by the University

107 computers, servers, CPUs or
other electronic storage devices were
included in the missing equipment

Equipment additions were
understated by $4,003,750 in the 2nd
quarter C-15 filing

University accepts the finding

Department of Central Management Services (DCMS). The
inventory certification to DCMS reported 315 items, totaling
$356,432, of equipment that could not be located by the
University. These assets were acquired by the University
during the current as well as past fiscal years. Included in this
listing were approximately 107 computers, servers, CPUs, or
other electronic storage devices.

Additionally, we tested the final amended versions of the
Agency Report of State Property (C-15) reports the University
filed for all four quarters of fiscal year 2016 and noted several
errors. In the University’s quarter two filing, the amount of
equipment additions were understated by $4,003,750 to
correct a prior period error that overstated the beginning
balance of equipment.

Then in the University’s quarter three filing, deletions from
construction in progress were overstated by $108,044 when an
amount was removed twice in error. This error was not
corrected which resulted in a $108,044 understatement of the
University’s reported ending construction in progress amount
for both quarters three and four. (Finding 11, pages 34-35)

We recommended the University strengthen its internal
controls over the accountability and reporting of University

property.

University officials accepted the recommendation.

OTHER FINDINGS

The remaining findings are reportedly being given attention by
the University. We will review the University’s progress
towards the implementation of our recommendations in our
next Single Audit and State Compliance Examination.

AUDITOR’S OPINION

The auditors stated the financial statements of the University
as of and for the year ended June 30, 2016 are fairly stated in
all material respects.

The auditors also conducted a Single Audit of the Agency as
required by the Uniform Guidance. The auditors stated the
University complied, in all material respects, with the types of
compliance requirements that could have a direct and material
effect on the University’s major federal programs for the year
ended June 30, 2016.



ACCOUNTANT’S OPINION

The accountants conducted a compliance examination of the
University for the year ended June 30, 2016, as required by the
lllinois State Auditing Act. The accountants stated the
University complied, in all material respects, with the
requirements described in the report.

This Single Audit and State Compliance Examination was
conducted by RSM US LLP.

SIGNED ORIGINAL ON FILE

BRUCE L. BULLARD
Division Director

This report is transmitted in accordance with Section 3-14 of
the Illinois State Auditing Act.

SIGNED ORIGINAL ON FILE

FRANK J. MAUTINO
Auditor General

FIM:TLK

DIGEST FOOTNOTES

#1 — Inadequate Controls Over Contracts — Previous
University Response — The University accepts the Auditor’s
recommendation.  Corrective actions implemented have
resulted in substantial improvement over contract review and
approval, reducing the number of audit exceptions from 18 of
66 tested in FY14 to 2 of 40 tested in FY15. The University is
also expanding the contract management and review process.
Additional staff resources and modifications to the
procurement department’s workflow will combine to ensure
this finding is eliminated in the FY *16 audit cycle.
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