AUDIT COMMITTEE
Board of Regents for Higher Education
39 Woodland Street, Hartford, Connecticut

Wednesday, June 12, 2013, at 9:00 a.m.
Room 209

AGENDA

1. Minutes of the April 22, 2012 meeting

2. PwC Audit Proposal for the Connecticut State Colleges and Universities — Ray Vicks,
Partner; Shannon Smith, Managing Director; Steve Manocchio IT Director; Jim Beyer,
Manager

3. Acceptance of College & University FY12 Foundation Audits
4. Quarterly Internal Audit Report

5. Audit Plan for FY14

6. CCSU Compensatory Time Report

7. SCSU Financial Aid Allocation Audit

8. Other Business

9. Adjournment
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SPECIAL MEETING OF THE
AUDIT COMMITTEE
Connecticut State Colleges and Universities
Board of Regents for Higher Education
Room 209
39 Woodland Street
Hartford, Connecticut

Monday, April 22, 2013, at 9:30 a.m.

Minutes

REGENTS PRESENT

Craig Lappen, Chair

Michael Pollard (Telephonic)
Nick Donofrio (Telephonic)

BOR/CONNSCU STAFF PRESENT
Dennis Murphy, Interim Chief of Staff; William Bowes, Chief Financial Officer; Steve

Weinberger, Vice President for Human Resources; Karen Stone, Internal IT Auditor; Rosalie
Butler, Administrative Assistant for Finance

With a quorum present, the meeting was called to order at 9:30 a.m.

= Approval of the December 6, 2012 and December 21, 2012 meeting minutes

The minutes of the December 6, 2012 meeting were unanimously approved, as amended (date
correction to June 7, 2012 in Item #1). The minutes of the December 21, 2012 were unanimously
approved, as written.

= Vote to move to Executive Session (to discuss the appointment, employment,
performance, evaluation, health or dismissal of a public officer or employee)

Committee Chairman Lappen requested a motion to enter into Executive Session. The

Committee voted unanimously to go into Executive Session at 9:35 AM to discuss the matter,

above. Messrs. Murphy and Weinberger remained. All other ConnSCU staff left the meeting.
= Executive Session ended at 9:50 a.m.

= The Committee returned to Open Session at 9:50 a.m.

Committee Chairman Lappen asked for a motion to forward a recommendation to the full Board
of Regents for appointment of Karen Stone as Director of Internal Audit for the Connecticut
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State Colleges and Universities. Regent Pollard so moved, with a second by Regent Donofrio.
The motion was unanimously approved.

= Presentation by O’Connor & Drew P.C. — Audit of Charter Oak State College and
Connecticut Distance Learning Consortium for the Fiscal Year ended June 30, 2012

Cliff Williams, CFO, Charter Oak State College
Lawrence Wilkinson, Director of Finance, Charter Oak State College
Steve Cohen, Principal, O’Connor & Drew P.C.

Messrs. Williams, Wilkinson and Cohen joined the meeting at 9:55 a.m.

Mr. Cohen provided Committee members with an overview of the audit of Charter Oak State
College and Connecticut Distance Learning Consortium for FY2012. They indicated they had
been given full and complete access to the books, records and staff. O’Connor and Drew will
issue an unqualified or “clean” opinion for FY12, with two recommended adjustments and no
findings of either material control weaknesses or significant deficiencies.

Acceptance of the FY2012 Financial Statements for Charter Oak State College and the
Connecticut Distance Learning Consortium was unanimous. Motion, Donofrio: Second,
Pollard.

e Appointment of PriceWaterhouseCoopers as external audit for the audits of the state
universities and the community colleges for fiscal year ended June 30, 2013.

CFO William Bowes indicated that one of the responsibilities of the audit committee is to
appoint external auditors. PriceWaterhouseCoopers (PWC) is currently under contract with the
board to provide audit services for the state universities. Because of the exceptional service
provided by PWC and its knowledge of current issues within the ConnSCU system, Mr. Bowes
recommended that PWC be appointed to provide the services for the next audit and that the
community colleges be brought into the current state university agreement. By doing so, PWC
would agree to hold fees constant for two more years for the community colleges, thus
generating some savings for the system. Mr. Bowes did not recommend including Charter Oak
State College (COSC) in this agreement due to the price quoted by PWC. He stated that COSC
would either renew the agreement with the current audit firm, or rebid the agreement with
appointment of the external auditor to be approved by the audit committee at the June meeting.

Appointment of PriceWaterhouseCoopers as external auditor for the audits of the state
universities and the community colleges for fiscal year ended June 30, 2013 was unanimous.
Motion, Donofrio: Second, Pollard.

Regent Pollard requested that the staff provide additional information to ensure that including
the community colleges within the current state university agreement is in accordance with state
regulations.
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The meeting was adjourned at 10:45 a.m. on a motion by Regent Donofrio, seconded by Regent
Pollard.
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ITEM
Community College Foundations - Annual Foundation Report to the BOR for Fiscal Year 2012

The annual submission from each college for their foundation requires very specific reporting on the following items:

e Policy - Changes

e Foundation Governance & Relationships with the Institution - Changes (including updated list of members and
contact info)

o \Written Agreement with the College - Changes

e Administration & Foundation Operating Resources

e Payments to state Employees

e Foundation Staff Salaries and Benefits

e Changes to Policy on Investment Income & Restricted Funds

o President’s verification on Solicitation and Confidentiality

e Use of College Facilities & Resources

e Reimbursement of College Resources

e Endowment Matching Grant Program — Financial Info

o Annual Audit or Financial Statements — Including letter from President and CFO and Foundation Assurances

A more complete description of the above items can be found in the “Annual Foundation Report Explanatory Notes-
Rev 2012”. This document along with the complete package submitted by each college to the BOR is available for
review in electronic format.

BACKGROUND

Each of the twelve Connecticut Community Colleges has a related college foundation. The Foundations are
considered Component Units of the colleges for reporting under GASB rules. A two year comparative and Combined
Statement of Net Assets and Combined Statement of Revenues, Expenses and Changes in Net Assets for the
Foundations are included in the colleges’ annually published financial statements (FY12 package - ref. pages 20 & 22).

All foundation statement information is based on separately prepared foundation financial statements, which are
audited as required by State statute (annually above a certain size, but not less than once every three years). Under
Connecticut statutes and the previous Board of Trustees’ policy requirements, various foundation information,
including the foundation financial statements, is reviewed at a high level by each college’s president and chief
financial officer. BOR management relies upon individual college and foundation compliance with these
requirements, and the independently audited foundation financial statements, to ensure that information presented in
the component unit section of the community colleges’ financial statements is materially correct.

ANALYSIS

The auditors’ opinions state that the financial statements present fairly, in all material respects, the financial position of
the Foundations as of June 30, 2012, (or December 31, 2011) and the results of its activities and changes in net assets
and functional activity for the year ended in conformity with generally accepted principles in the United States. (Six
foundations have fiscal years ending 6/30, and six have fiscal years ending 12/31.)
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Financial Highlights

Norwalk CC Foundation continues to be the largest of the twelve foundations. Its net assets of $24.3 million comprise
56% of the Foundations total net assets of $43.4 million. The next two in order of size are Three Rivers and
Manchester, each at 9% of the total or $3.8 and $3.7 million respectively. FY12 total net assets decreased 7% from the
FY11 total of $46.8 million. Some colleges were up and some down. Norwalk showed the largest dollar change with

a decrease of $4.1 million due primarily to its spending to support the college’s new addition of the Center for Science,
Health and Wellness complete in January of 2012.

FY12 (In thousands)

Temporarily Permanently
School Unrestricted Restricted Restricted Net Assets Sum % of Total
Asnuntuck $ 211 $ 89| % 137 | $ 437 1%
Capital 105 303 778 1,186 3%
Gatew ay 65 2,135 317 2,517 6%
Housatonic 124 376 539 1,039 2%
Manchester 117 1,423 2,181 3,721 9%
Middlesex 39 94 293 426 1%
Naugatuck Valley 38 324 770 1,132 3%
Northw estern -25 610 710 1,295 3%
Norw alk 950 7,630 15,690 24,270 56%
Quinebaug Valley 179 424 2,072 2,675 6%
Three Rivers 385 1,133 2,263 3,781 9%
Tunxis 206 177 538 921 2%
Grand Total $ 239 | $ 14,718 | $ 26,288 | $ 43,400 100%

The trend over the last ten years shows substantial growth in Net Assets with two reductions, $7.2 million in FY09 and

$3.4 million in FY12.

In thousands

Account  |Condensed Title FY12 Fyil | Fvio Fvos | Fvos o7 | Fvos | Fvos ] Fvoa | Fvos
Asset Cash&CashEquv |$ 8575 $ 9477 $ 8626 $ 13856 $ 8633 $ 5553 $ 4658 $ 6057 $ 3958 $ 3,819
Receivables 3,777 4,684 5,489 7,100 11,587 5,136 3,119 2,489 3,388 2,028
Investments 33433 34,786 31,252 22,129 30,165 22,894 18,873 15,785 12,422 8,823
Other Assets 10 11 14 9 22 485 499 441 40 27
Asset Sum 45795 48,958 45,381 43,094 50,407 34,069 27,150 24,772 19,808 14,697
Accounts payable
Liabilties  |and other liab 2,395 2,120 2,731 2,559 2,664 1,216 1,102 1,176 247 160
Liabilties Sun] 2,395 2,120 2,731 2,559 2,664 1,216 1,102 1,176 247 160
Net Assets |Unrestricted 2,393 2,416 2,085 2,103 2,832 2,353 2,164 2,116 2,404 1,729
Temp Restricted 14,720 18,485 15,284 14,480 19,863 8,100 4,749 4,614 4,584 3515
Perm Restricted 26,287 25937 25,280 23,953 25,049 22,400 19,135 16,866 12,573 9,293
Net Assets Sum $ 43400 $ 46838 $ 42650 $ 40535 $ 47,743 $ 32,853 $ 26049 $ 23596 $ 10,808 $ 14,697
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This matches up with the history on earnings. The $21.6 million of revenue seen in the boom year of FY08 was
followed by negative revenue in FY09. Comparatively modest revenue of $5.3 million was realized in FY12, down
from $9.6 million in FY11.

In thousands

Account |Condensed Title FY12 Fy11l FY10 FY09 FY08 FY07 FY06 FY05 FY04 FY03
Revenue |Gifts and Grants $ 4274|% 5520|($ 5674|$ 6781 |% 16987 ($ 7341 |$% 3412|$ 3826|% 3873|$% 3,320
State Matching Grant -117 0 0 -1,878 932 178 484 691 588 144
Special Events/Fundraisers 1,025 745 1,245 633 1,427 1,169 1,349 1,093 1150 500
Dividend & Interest Income 186 474 492 -87 568 346 247 183 151 99
Other -71 2,834 3,143 -6,752 1,712 2,018 932 1,106 1,813 -859
Revenue Total $ 5297 |$ 9573[$% 10554 [$ (1,303)[$ 21626 |$ 11,052 |$ 6424[|$ 6899 |$ 7575|% 3,204
Expenses |Fundraising Expense 466 439 716 394 788 468 577 407 264 264
Program Expense 5,682 2,369 4,509 3,026 3,643 1,777 1,665 821 764 509
Financial Aid Expenses 1,799 1,548 2,376 1,614 1,604 1,000 939 969 758 716
Administration &Other 787 1,029 840 780 700 1,003 791 662 765 1,118
Expenses Total $ 8734 5385 |$ 8441 |$ 5814 |$ 6,735($ 4,248 3,972 2,859 2551 $ 2607
Change in Net Assets $ (3437)[$ 4183 ($ 2,113 |$ (7,117)|$ 14891 | $ 6,804 2,452 4,040 5024 | $ 597

RECOMMENDATION
The Audit Committee receive the Foundation’s reports as required by Connecticut General Statutes and Board
Resolution #01-68 as amended by Board Resolution #03-33.

06/12/2013 — BOR Audit Committee
06/20/2013 - Board of Regents




EXPLANATORY NOTES FOR THE
ANNUAL FOUNDATION REPORT TO THE BOARD OF REGENTS

Due Date on or before:
May 31 for foundation fiscal years ended December 31,
September 30 for foundation fiscal years ended June 30.

Send to: William Bowes, Chief Financial Officer, CT Board of Regents for Higher Education
Send: Two (2) copies of Annual Report and Six (6) copies of Audit/Financial Statement

The reporting checklist and these explanatory notes detail our responsibilities to comply with the
Connecticut General Statutes and with the Board of Trustees Policies Governing Relationships with Private
Foundations. It should be read in conjunction with the sample president’s cover memo and annual report
outline provided separately.

. APPLICATION OF POLICIES

A. Official Identification. The official name of the foundation, its date of incorporation, and its fiscal year
(to be included in Cover Document).

B. Attachment 1-B: Articles of Incorporation. Attach only if not currently on file in the System Office,
or, if changes in the Articles have occurred in the previous year. If on file with no changes, please note
this in the Cover Letter.

NOTE: The Board of Trustees will use these for its official recognition of the foundation and for the
Chancellor’s approval of the written agreement.

FOUNDATION GOVERNANCE AND RELATIONSHIPS WITH THE INSTITUTION

Nonvoting Members. Elections for the student and the faculty members shall take place no later than
October 31 of the election year. By November 1, the election results shall be reported to the Board of
Regents.

NOTE: Student and faculty members must be elected at a time when all students and all faculty can vote.
For example, voting only by student government officers or by a faculty committee will not comply with the
law. The foundation bylaws may provide that the college president, student, and faculty member may be
voting members.

Attachment 2-A: Membership List. Updated list of the members and officers of the foundation governing
board, including those members required by Board policies.

NOTE: The foundation may choose to have other college-related members on its governing board in
addition to those members required by subsection ““B”” of the policies. The bylaws may provide that these
required members of the foundation be voting members.
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Attachment 2-B: Conflict of Interest. Note on Cover Document indicating where it is included (may be
included in any of the following but should include a process to ensure that any potential for conflict of
interest is avoided in foundation operations and transactions and in the relationship between the foundation
and the college.

Colleges may choose to include the conflict of interest provision in:
Foundation Bylaws

Written Agreement

Administrative Guidelines

Other similar document

Attachment 2-C: Foundation Contact Information. The names and phone numbers for:

e the College Dean or Director of Development

e the Foundation’s President

e the Foundation’s Treasurer

e a contact for the Foundation’s auditing firm (for the purpose of dealing with auditing questions)

. WRITTEN AGREEMENT

Attachment 3-A: Written Agreement. Attach only if changes have been made in the last year. Note on the
cover letter if an agreement is on file or if a new agreement is attached. Attach the new agreement if one has
been made. Please note the following requirements for the written agreement.

NOTE: The written agreement affirms the relationship between the college and the foundation, as defined by
Board policy. The agreement must address the six required provisions listed below and may include other
provisions.

1) use of facilities and resources,

2) protection from liability,

3) reimbursement for expenses,

4) dissolution of the foundation,

5) protection for employees, and

6) investment and spending policies.

The written agreement will not need to be renewed annually. It will remain in effect until such time as any of
its provisions are changed by the college and the foundation and subsequently approved by the Board of
Regents or until its provisions are required to be amended by Board policy or legislative revisions.

Colleges and foundations may choose to detail elements of any or all the required provisions, e.g., naming
specific office space, records, or services. These details also can be included in other documents like bylaws
or administrative guidelines developed by the college and the foundation. In drafting their written
agreements, colleges and foundations can be guided by the following points:

a. The conflict of interest provision may be detailed in the agreement or appended to it. If the written
agreement includes only reference to the conflict of interest provision required by Board policy (11.D.),
then the reference must specify the document (bylaws, guidelines, manual, etc.) where the Board can
verify that a process exists to ensure that any potential for conflict of interest is avoided.

b. A procedure must exist for the disposition of the financial and other assets of the foundation if it ceases
to be a foundation (111.D.) The procedure may be part of the agreement or detailed in another document
specified in the agreement.
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c. If the foundation employs part-time or full-time staff, it must have a written policy which protects
employees who disclose corruption, unethical practices, etc.

d. The foundation must have investment and spending policies.

4. ADMINISTRATION AND FOUNDATION OPERATING RESOURCES

Attachment 4-A: Payments to State Employees. Annual report of payments to state officers or employees
(i.e. to individuals, not to the college itself) from a foundation account for any purpose. The report will show
the amounts disbursed and the purposes for which they were used by the officer or employee for whom
written approval of the President was granted as well as the grand total value of all such payments made
during the fiscal year being reported.

NOTE: The annual report from the President to the BOR of payments to officers or other employees of the
state must certify that those named in the report had received written approval from the President. Such
certification must show the:

1. name and title of the officer or employee;
2. amount and purpose of the disbursement;
3. date of approval; and

4. appropriate notations, if any.

Suggested reporting format:

"As President of Community College, I certify that during the period from

to the following officers of the college or other employees had my written
approval to receive a salary, fee, or loan or any compensation or other thing of value from the foundation
or to withdraw funds from a foundation account:

Examples:
1. Joan Caputo, Learning Center Coordinator (10/16/03) Reimbursement of registration fee for the ABC
Regional Conference $135.00

2. Thomas Rosado, Business Manager (05/27/03) Writing an investment policy manual for the XYZ
Foundation * $500.00

* Work completed on personal time."

Attachment 4-B: Foundation Staff Salaries and Benefits. Verification by the President that the salaries,
benefits and expenses of officers and any employees of the foundation have been paid solely by the
foundation during the fiscal year being reported.

NOTE: This provision ensures that state funds are not used to pay for foundation staff salaries and benefits.

Attachment 4-C: Investment Income and Unrestricted Funds. Verification by the President that the
Foundation has an approval process to authorize and to change the use of investment income and unrestricted
funds. Verification may appear in a letter, foundation bylaws, administrative guidelines, investment and
spending policies, or other similar document. If a document including the approval process is already on

file, and there are no changes, note of the President’s verification of the process should be made on the Cover
Letter indicating where the approval process to authorize and change use of investment income and
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unrestricted funds is located. (Name the document.) If the foundation has changed its policies or guidelines
regarding the allowable uses of investment income and/or unrestricted funds during the fiscal year being
reported, include a copy of the new language describing the permitted uses.

NOTE: Investment income and unrestricted funds may be used to defray foundation operating costs,
including fund raising, but each such use shall follow the approval process.

Attachment 4-D: Solicitation and Confidentiality. Assurance by the President (i) that all solicitation for
the foundation clearly and conspicuously discloses that donations are to be provided to the foundation and
not to the college, and (ii) that donors know at the time of solicitation that their identity may be kept
confidential if so requested in writing.

NOTE: Whether verbal or written, solicitations must disclose that donations will be provided to the
foundation and that there is a way for donors to remain anonymous. The President’s assurance may
appear in a letter, foundation bylaws, administrative guidelines, or other similar document. Just note it in
the cover letter and name the document.

Attachment 4-E: Use of College Facilities and Resources. Annual description of the unreimbursed use
by the foundation of college resources during the fiscal year being reported, including but not limited to
identification of staff support, and description of office space, college equipment, information technology
services, and other office services utilized for the conduct of foundation business and paid for by the college.

NOTE: This provision demonstrates that college expenses incurred as a result of foundation operations are
minimal expenses that would otherwise have occurred regardless of foundation operations and thus are
within the permissible level as allowed by state statute.

Attachment 4-F: Reimbursement of College Expenses. Annual report of the reimbursed expenses
incurred by the college as a result of foundation operations, listing the specific purpose(s) and total amount
reimbursed by the foundation for the fiscal year being reported.

NOTE: This provision identifies those college expenses incurred as a result of foundation operations which
would not otherwise have been incurred by the college, and demonstrates compliance with state statute
which requires such costs to be reimbursed by the foundation to the college.

ENDOWMENT MATCHING GRANT PROGRAM

In addition to the financial statement or audit (# 6 below), the college should forward copies of the following
documents:

Attachment 5-A: Memorandum of Understanding (MOU) between college and foundation regarding the
matching grant program, unless it is currently on file and unchanged.

Attachment 5-B: Foundation endowment investment policy, unless it is currently on file and unchanged.

Attachment 5-C: Supplemental Information for the System’s Finance Department and auditors related to
the State endowment matching grant program’s revenues, expenses, assets, liabilities, and net assets. The
information should be included on the two excel sheets provided, titled:
1. Endowment Matching Grant Program - Supplemental Information — Statement of Financial Position
[“Supp Info-EMG — Net Assets”] — Attachment 5-C-1
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6.

2. Endowment Matching Grant Program—Supplemental Information — Statement of Activities [“Supp
Info-EMG - Activities”] — Attachment 5-C-2

ANNUAL AUDIT or FINANCIAL STATEMENTS

Full Audit. A foundation which has in any of its fiscal years receipts and earnings from investments totaling
$100,000 per year or more shall have completed on its behalf for such fiscal year a full audit of the books
and accounts of the foundation by an independent certified public accountant.

Each audit shall be conducted in accordance with generally accepted auditing standards and shall include

1. The financial statements themselves,

2. A management letter from the foundation’s auditors to the foundation, which addresses any internal
control deficiencies or other audit suggestions for the foundation’s consideration, along with a copy
of the foundation’s written response to its auditors on the issues raised, and

3. An audit opinion which addresses the foundation’s compliance with relevant Connecticut statutes
(C.G.S. 4-37E through 4-37i), and recommends any corrective actions needed to ensure such
compliance. A copy of C.G.S. 4-37e-4-37i is attached for information.

4. In addition, the audit report shall disclose the receipt or use by the foundation of any public funds in
violation of these policies or of any relevant general statutes.

NOTE: The full audit must include a management letter which addresses foundation internal control issues
and an audit opinion which addresses the compliance of the operating procedures of the foundation with
Connecticut statutes and recommends any corrective actions to ensure such compliance.

Financial Statement. A foundation which has receipts and earnings from investments totaling less than
$100,000 in each fiscal year during any three of its consecutive fiscal years beginning October 1, 1986, shall
have completed on its behalf for the third fiscal year a full audit of its books and accounts by an independent
certified public accountant. For each fiscal year in which an audit is not required, the foundation shall send
unaudited financial statements to the President for forwarding to the CFO of the Board of Regents.

For the fiscal year to which it applies, each financial statement, whether audited or unaudited, shall include
1. the total receipts and earnings from investments of the foundation and
2. the amount and purpose of each receipt of funds by the college from the foundation.

NOTE: If receipts and earnings from investments total less than $100,000 during each of the two consecutive
years prior to the full audit requirement, then the foundation will prepare an annual financial statement for
each of those two years.

Each financial statement shall include the total receipts and earnings from investments of the foundation and
the amount and purpose of each receipt of funds by the college from the foundation. This requirement may be
met by reflecting the value as *“*Support to the college” within the foundation’s Statement of Activities. This
value should be reconcilable to college financial records that record the receipt of such support from the
foundation, normally as private gift or grant receipts/ revenue.

In general, basic financial statements are a fair presentation of the financial position and results of

operations of the foundation in conformance with GAAP. Basic financial statements include assets,
liabilities, fund balances, changes in fund balances, an "all inclusive™ operating statement, and any notes.
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Attachment 6-A: Audit Report Cover Transmittal Letter. In both cases, the President shall confirm in
writing to the CFO of the Board of Regents that the President reviewed the report with the chief fiscal officer
at the college and that to the best of the President's knowledge and belief, the report accurately reflects the
fiscal operations and the management relationships between the college and the foundation for the audit or
the financial statement period and that the audit report or unaudited financial statements include all required
components as outlined above. (See Sample Cover Letter for Audit).

Attachment 6-B: Six (6) copies of the Audit Report or Financial Statements_shall be included in the
package to the system office.

NOTE: The President's review and written confirmation of the full audit or the financial statements with the
chief fiscal officer at the college affirm that to the President’s best knowledge and belief the report meets all
requirements and accurately reflects the fiscal operations and the management relationships between the
college and the foundation.

Colleges will send their foundation audit reports or financial statements directly to the System Office for
review and subsequent distribution to the State Auditors of Public Accounts.

Attachment 6-C: Foundation Assurances. In order to assist the Board of Regents in meeting its statutory
and fiduciary oversight responsibilities with respect to foundation activities, there is required additional
assurances on an annual basis from the foundation’s management and/or board. Attachment 6-C must be
completed and signed by an authorized official of the foundation (not by its auditor) and submitted as part of
the annual report to the BOR.

NOTE: Colleges have statutorily mandated oversight responsibility with respect to foundation compliance
with applicable state statutes. College foundations are also included as component units within the Board of
Regents’ annual audited financial statements as required by GASB. These assurances are required by the
Board as part of management’s due diligence under its statutory and fiduciary oversight responsibilities
with respect to foundation activities and issues that could impact financial reporting.

[Revised 5/07; 7/08; 12/09; 7/2012]
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STAFF REPORT AUDIT COMMITTEE

ITEM
The Annual Foundation Report of the Central Connecticut State University Foundation, Inc. and the
audited financial statements for fiscal year 2012.

¢ An updated listing of Foundation Board Officers and Directors

¢ The audited financial statements of the Central Connecticut State University Foundation, Inc.
for the year ended June 30, 2012, and the independent auditors’ report on the financial
statements, issued by Mugford & Co., LLC.

+ Copy of the management letter, the Foundation compliance report and the reportable condition
findings report.

BACKGROUND
Connecticut General Statutes (CGS) 884-37e through 4-37j, and Board Resolution #01-68 as
amended by Board Resolution #03-33 require that the University Presidents keep the Board of
Trustees apprised of pertinent information about the foundations associated with the Connecticut
State University System (CSUS). Accordingly, the President of Central Connecticut State
University has submitted the above-listed reports to the Board of Regents through the Executive
Committee.

ANALYSIS
The auditors’ opinion states that the financial statements present fairly, in all material respects, the
financial position of the Foundation as of June 30, 2012, and the results of its activities and changes
in net assets, functional activity and cash flow for the year then ended in conformity with
accounting principles generally accepted in the United States.

During the fiscal year, the auditors also considered the Foundation’s internal controls in order to
determine their auditing procedures and the scope of the audit. During the audit, although they did
not find weaknesses in the internal controls of the Foundation, they commented on two matters in
the areas of Valuation of Investments and State Matching Grant Receivable and indicated that the
Foundation had addressed them, or were in the process of addressing them, to the auditors’
satisfaction.

Financial Highlights

As of June 30, 2012, the Foundation reported total assets of $43.0 million, an increase of $4.5
million or 11.7% over the fiscal year 2011 level of $38.5 million. Investments of $37.0 million
increased by $3.6 million or 10.8% from the prior year level of $33.4 million. The market value of
the Foundation’s investments at the end of the year was $2.6 million above cost.

At June 30, 2012, total liabilities of $189,515 were $17,248 or 10.0% above fiscal year 2011 level
of $172,267. The majority of this increase is due to an increase in accounts payable. A
memorandum of understanding exists between the Foundation and the CCSU Alumni Association
whereby 50% of net unrestricted alumni contributions raised during the year by the Foundation will
be transferred to the Alumni Association. At June 30, 2012, the amount due to the Alumni
Association was $10,509.

Total net assets at the end of the fiscal year of $42.8 million increased by $4.5 million or 11.7%
compared to the fiscal year 2011 level of $38.3 million. The main components of the increase were
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donations of $6.0 million, offset by expenses of $2.4 million. Temporarily restricted ($10.1 million),
and permanently restricted ($32.1 million) net assets were 23.6% and 75.0% of total net assets
respectively. Unrestricted net assets for the year were $0.6 million. The Foundation allocates its
temporarily and permanently restricted fund balance by functional classification. In the temporarily
and permanently restricted fund balance categories, 90.4% of the total fund balance was available
for student support and academic enrichment.

In June 2005, the State of Connecticut amended the State match for endowed contributions from a
50% match to a 25% match, with the exception of the match on multi-year commitments made by
donors by December 31, 2004, which would remain at 50%. The State also changed the parameters
under which it would fund the matching grant program, thereby reducing the likelihood that funding
for matches subsequent to December 31, 2003 will be realized. Due to this uncertainty,
management of the Foundation has decided not to record a receivable from the State for the
outstanding State matching grant at the end of the fiscal year. Instead, the Foundation will
recognize revenue from the State’s matching program when it is received. In fiscal year 2012, the
State did not make any matching grant payments to the Foundation. As of June 30, 2012, the State’s
unfunded obligation to the Foundation for the state matching grant program is approximately $6.0
million. This amount is not reflected in the financial statements.

At June 30, 2012, total revenues earned of $7.0 million showed a decrease of $6.6 million below the
fiscal year 2011 level of ($13.6) million. The primary component of this decrease was realized and
unrealized gains on assets of $5.3 million and a decrease in donations of $1.5 million. Temporarily
restricted net assets of $0.3 million were released from restrictions and transferred to unrestricted
net assets during the fiscal year. This release was accomplished by incurring expenses satisfying
the restricted purpose specified by the donor or by the occurrence of other events specified by the
donors.

Total expenses for the fiscal year of $2.4 million increased by $428,024 or 21.3% over the fiscal
year 2011 level of $2.0 million primarily due to increases in grants of $147,533, scholarships of
$73,654, and stipend/honoraria of $142,334.

RECOMMENDATION
The Audit Committee receive the Foundation’s reports as required by Connecticut General Statutes
and Board Resolution #01-68 as amended by Board Resolution #03-33.

06/12/2013 — BOR Audit Committee
06/20/2013 — Board of Regents
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STAFF REPORT AUDIT COMMITTEE

ITEM
The Annual Foundation Report of the Eastern Connecticut State University Foundation, Inc. and the
audited financial statements for fiscal year 2012.

¢ The audited financial statements of the Eastern Connecticut State University Foundation, Inc. for
the year ended June 30, 2012, and the independent auditors’ report on the financial statements
and supplementary financial information issued by CohnReznick LLP

¢ An updated listing of Foundation Board members

¢ A schedule of disbursements the Foundation made to University employees during fiscal year
2012.

¢ An agreed upon Procedures Compliance letter.

BACKGROUND
Connecticut General Statutes (CGS) 884-37e through 4-37j, and Board Resolution #01-68 as
amended by Board Resolution #03-33 require that the university Presidents keep the Board of
Trustees apprised of pertinent information about the foundations associated with the Connecticut
State University System (CSUS). Accordingly, the President of Eastern Connecticut State
University has submitted the above-listed reports to the Board of Regents through the Executive
Committee.

ANALYSIS
The Independent Auditors’ Opinion states that the financial statements present fairly, in all material
respects, the financial position of the Foundation as of June 30, 2012, and the changes in its net
assets and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In order to determine their auditing procedures for the purpose of expressing an opinion on the
financial statements, the auditors considered the ECSU Foundation, Inc.’s internal controls over
financial reporting. The auditors did not identify any deficiencies in internal controls.

Financial Highlights

As of June 30, 2012, the Foundation reported total assets of $16.9 million, an increase of $1.2
million or 7.6% over the fiscal year 2011 level of $15.7 million. The main components were
increases in collections of $1.7 million, offset by a decrease in net land, buildings and equipment of
$0.3 million.

Total liabilities of $449,380 decreased by $66,851 over the fiscal year 2011 level of $516,231 due to
decrease in accrued expenses of $70,308.

Total net assets of $16.4 million reflected an increase of $1.2 million or 7.9% over the fiscal year
2011 level of $15.2 million primarily due to the increase in donations and grants of $1.5 million
offset by program and support services expenses increasing by $0.3 million. Unrestricted (deficit of
$1.4 million), temporarily restricted ($5.7 million) and permanently restricted ($12.1 million) net
assets were (8.5%), 34.7% and 73.8% of total net assets, respectively. Temporarily restricted net
assets were comprised of $541,286 in scholarships and awards, $1,274,991 in university support,
$1.7 million in Collections of Artwork, and $2.2 million in buildings and improvements on which a
time restriction is implied; whereas permanently restricted net assets were comprised of $6.9 million
in scholarships and awards, $4.3 million in university support, and $899,200 in land required to be
permanently used for the benefit of ECSU.



STAFF REPORT AUDIT COMMITTEE

In June 2005, the State of Connecticut amended the State match for endowed contributions from a
50% match to a 25% match, with the exception of the match on multi-year commitments made by
donors by December 31, 2004, which would remain at 50%. The State also changed the parameters
under which it would fund the matching grant program, thereby reducing the likelihood that funding
for matches subsequent to December 31, 2003 will be realized. Due to this uncertainty, management
of the Foundation has decided not to record a receivable from the State for the outstanding State
matching grant at the end of the fiscal year. Instead, the Foundation will recognize revenue from the
State’s matching program when it is received. In fiscal year 2012, the State did not make any
matching grant payments to the Foundation.

Revenues earned during the fiscal year of $3.3 million were $0.3 million or 10.0% above the fiscal
year 2011 level of $3.0 million. The primary components were an increase in donations and grants of
$1.5 million, offset by a decrease in investment gains of $1.2 million. Temporarily restricted net
assets of $520,284 were released to unrestricted net assets during the year. This release was due to
the incurrence of expenses satisfying the restricted purpose specified by the donor or by passage of
time.

Total expenses for the fiscal year of $2.33 million increased by $349,415 or 17.6% over the fiscal
year 2011 level of $1.98 million mainly due to an increase in expenditures for institutional support
of $333,998.

The Foundation accrued and expensed $400 for rent of its facilities from the University for the years
ended June 30, 2012 and 2011. The value of the rental space has been estimated at $6,000 per year.
The difference between the estimated value and the rent due has been treated as a donation.

RECOMMENDATION
The Audit Committee receive the Foundation’s reports as required by Connecticut General Statutes
and Board Resolution #01-68 as amended by Board Resolution #03-33.

06/12/2013 - BOR Audit Committee
06/20/2013 — Board of Regents
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STAFF REPORT AUDIT COMMITTEE

ITEM
The Annual Foundation Report of the Southern Connecticut State University Foundation, Inc. and
the audited financial statements for fiscal year 2012.

¢ An updated listing of Foundation Board members.

¢ A schedule of disbursements the Foundation made to University employees during fiscal year
2012.

¢ The comparative audited financial statements of the Southern Connecticut State University
Foundation, Inc. for the years ended June 30, 2012 and 2011, and the independent auditors’
report on the financial statements issued by J. H. Cohn, LLP. Copy of the Management letter
and the Foundation compliance report.

¢ A copy of the agreement between the SCSU Foundation and the University for FY 12.

BACKGROUND
Connecticut General Statutes (CGS) 884-37e through 4-37j, and Board Resolution #01-68 as
amended by Board Resolution #03-33 require that the University Presidents keep the Board of
Trustees apprised of pertinent information about the foundations associated with the Connecticut
State University System (CSUS). Accordingly, the President of Southern Connecticut State
University has submitted the above-listed reports to the Board of Regents through the Executive
Committee.

ANALYSIS

The Independent Auditors’ Opinion states that the financial statements present fairly, in all material
respects, the financial position of the Foundation as of June 30, 2012, and the changes in its net assets and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

During the fiscal year, the auditors also considered the Foundation’s internal controls in order to
determine their auditing procedures and the scope of the audit. During the audit, the auditors did not
become aware of any issues that would weaken internal controls and/or operating efficiency.

Financial Highlights

As of June 30, 2012, the Foundation reported total assets of $17.5 million, a decrease of $0.3 million
or 1.7% below the fiscal year 2011 level of $17.8 million. The decrease was primarily the result of a
decrease in pledges receivable of $0.1 million and a decrease in cash and cash equivalents of $0.1
million. Investment securities, stated at market value of $16.4 million, were $0.2 million above cost.

Total liabilities of $247,845 decreased by $109,780 or 30.7% primarily due to a decrease in Other
Liabilities.

Total net assets at the end of the fiscal year of $17.2 million reflect a decrease of $0.2 million or
1.19% below the fiscal year 2011 level of $17.4 million primarily due to support and revenues of
$1.8 million, offset by expenses of $2.0 million. Unrestricted ($1.7 million), temporarily restricted
($4.2 million) and permanently restricted ($11.3 million) net assets were 9.9%, 24.4% and 65.7% of
total net assets, respectively.



STAFF REPORT AUDIT COMMITTEE

In June 2005, the State of Connecticut amended the State match for endowed contributions from a
50% match to a 25% match, with the exception of the match on multi-year commitments made by
donors by December 31, 2004, which would remain at 50%. The State also changed the parameters
under which it would fund the matching grant program, thereby reducing the likelihood that funding
for matches subsequent to December 31, 2003 will be realized. Due to this uncertainty, management
of the Foundation has decided not to record a receivable from the State for the outstanding State
matching grant at the end of the fiscal year. Instead, the Foundation will recognize revenue from the
State’s matching program when it is received. In fiscal year 2012 the Foundation has received no
matching funds from the State.

Total support and revenues earned during fiscal year 2012 of $1.8 million decreased by $2.7 million
from the fiscal year 2011 level of $4.5 million. This decrease was primarily due to a decrease in the
net realized and unrealized gains on investment securities of $2.8 million. Net assets released from
temporary restrictions to unrestricted were $1.3 million. This release was due to the satisfaction of
the restricted purpose specified by the donor.

Total expenses for the fiscal year of $2.0 million were $0.5 million or 33.3% higher than the fiscal
year 2011 level of $1.5 million primarily due to the increase in program services of $0.5 million.

The Foundation received support from the University through the donation of the University’s
employees’ time in effect for the year ended June 30,2012. The value of these services for the years
ended June 30, 2012 and 2011 is $426,714 and $369,937, respectively, and is reflected as income
and itemized as donated services.

RECOMMENDATION
The Audit Committee receive the Foundation’s reports as required by Connecticut General Statutes
and Board Resolution #01-68 as amended by Board Resolution #03-33.

06/12/2013 — BOR Audit Committee
06/20/2013 — Board of Regents
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STAFF REPORT AUDIT COMMITTEE

INFORMATION ITEM
The Annual Foundation Report of the Western Connecticut State University Foundation Inc. and
the audited financial statements for fiscal year 2012:

+ Alist of employee reimbursements and credit card expenditures for fiscal year 2012.

¢ The audited financial statements of the Western Connecticut State University Foundation,
Inc. for the year ended June 30, 2012, and the independent auditors’ reports on the audited
financial statements, additional supplementary information, and compliance report. These
reports were issued by Fiorita, Kornhaas, & Company, P.C.

¢ An updated listing of Foundation Board members.

¢ Report to the Audit Committee which provided a summary of the audit and presented the
following five matters: a change in financial reporting system, written documentation,
staffing needs, change in personnel, and board involvement. The audit did not find
weaknesses in internal controls, but these matters were mentioned as areas that should be
monitored.

BACKGROUND
Connecticut General Statutes (CGS) 884-37e through 4-37j, and Board Resolution #01-68 as
amended by Board Resolution #03-33 require that the University Presidents keep the Board of
Trustees apprised of pertinent information about the foundations associated with the Connecticut
State University System (CSUS). Accordingly, the President of Western Connecticut State
University has submitted the above-listed reports to the Board of Regents through the Executive
Committee.

ANALYSIS
The auditors’ opinion states that the financial statements present fairly, in all material respects,
the financial position of the Foundation as of June 30, 2012 and 2011, and the changes in its net
assets and cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

The auditors’ report on supplementary information states that the report is presented for purposes
of additional analysis and is not a required part of the basic financial statements. The report,
however, has been subjected to the auditing procedures applied in the audit of the basic financial
statements. The supplementary information, in the opinion of the auditors, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

The independent auditor’s compliance report indicated that the audit tested the Foundation’s
compliance with Sections 4-37e -4-37j and the results of their tests disclosed no instances of
noncompliance that are required to be reported.

Financial Highlights

At June 30, 2012, the Foundation reported total assets of $12.8 million, a decrease of $43,245 or
0.3% below the fiscal year 2011 level of $12.843 million primarily due to a decrease in
Unconditional Promises to Give of $0.1 million offset by an increase in investments of $67,455.

Total liabilities of $36,504 increased by $4,471 or 14.0% compared to the fiscal year 2011 level
of $32,033 primarily due to a decrease in accounts payable of $5,475.



STAFF REPORT AUDIT COMMITTEE

Total net assets at the end of fiscal year 2012 were $12.76 million, $47,716 or 0.4% below fiscal
year 2011 level of $12.81 million. The Foundation experienced a $47,716 loss for the year, with
revenues of $633,933 and expenses of $681,649. Unrestricted ($158,147), temporarily restricted
($2.9 million) and permanently restricted ($9.7 million) net assets were 1.2%, 23.1% and 75.7%
of total net assets, respectively. Temporarily restricted net assets of $2.9 million at June 30, 2012
were available for the Ancell Business School ($0.6 million), Robert Young Library ($0.2
million), Scholarships and Other Program Purposes ($2.1 million).

In June 2005, the State of Connecticut amended the State match for endowed contributions from a
50% match to a 25% match, with the exception of the match on multi-year commitments made by
donors by December 31, 2004, which would remain at 50%. The State also changed the
parameters under which it would fund the matching grant program, thereby reducing the
likelihood that funding for matches subsequent to December 31, 2003 will be realized. Due to
this uncertainty, management of the Foundation has decided not to record a receivable from the
State for the outstanding State matching grant at the end of the fiscal year. Instead, the
Foundation will recognize revenue from the State’s matching program when it is received.

At June 30, 2012, total revenues earned of $0.6 million showed a decrease of $2.0 million from
the fiscal year 2011 level of $2,594,988. The primary components of this decrease were realized
and unrealized gains on assets of $1.8 million. During the fiscal year, $624,857 of temporarily
and permanently restricted net assets were released from donor restrictions to unrestricted net
assets. This release was due to the incurrence of expenses satisfying the restricted purpose
specified by the donor.

Total expenses for fiscal year 2012 of $681,649 increased by $154,205 or 29.2% above the fiscal
year 2011 level of $527,444 primarily due to an increase in university support of $65,364 and
Fundraising of $88,940. The Foundation’s functional distribution of expenses to university
support, general administration, and fundraising was $514,814, $76,708 and $90,127
respectively.

RECOMMENDATION
The Executive Committee receive the Foundation’s reports as required by Connecticut General
Statutes and Board Resolution #01-68 as amended by Board Resolution #03-33.

06/04/2013 — BOR Audit Committee
06/20/2013 — Board of Regents
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AUDITORS OF PUBLIC ACCOUNTS
State Capitol
JOHN C. GERAGOSIAN 210 Capitol Avenue ROBERT M. WARD
Hartford, Connecticut 06106-1559

INDEPENDENT AUDITORS' REPORT

The Board of Directors
Charter Oak State College Foundation, Inc.:

We have audited the accompanying statement of financial position of the Charter Oak State
College Foundation, Inc. (Foundation) as of June 30, 2011, and the related statements of
activities, functional expenses, and cash flows for the year then ended. These financial
statements are the responsibility of the Foundation’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Foundation as of June 30, 2011, and the change in net assets and its
cash flows for the year then ended in conformity with generally accepted accounting principles.

LBl terd

John C. Geragosian Robert M. Ward
Auditor of Public Accounts Auditor of Public Accounts

November 29, 2012
State Capitol
Hartford, Connecticut
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CHARTER OAK STATE COLLEGE FOUNDATION, INC.
STATEMENT OF FINANCIAL POSITION
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

ASSETS:

Cash and Cash Equivalents $ 59,839
Investments (note 3) 1,369,627
Computer Equipment (note 4) 53,474

Less: Accumulated Depreciation (53,474)
Unconditional Promises to Give, Net (note 5) 1,177
Other Receivables 1,014
Other Assets 625
TOTAL ASSETS $ 1,432,282

LIABILITIES AND NET ASSETS:

LIABILITIES $ -
NET ASSETS:
Unrestricted 72,310
Temporarily Restricted (note 6) 343,518
Permanently Restricted (note 7) 1,016,454
TOTAL LIABILITIES AND NET ASSETS $ 1,432,282

See accompanying notes to financial statements.

Charter Oak State College Foundation, Inc. 2011



CHARTER OAK STATE COLLEGE FOUNDATION, INC.

STATEMENT OF ACTIVITIES
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

REVENUES AND SUPPORT:

Contributions

Investment Income

Gain/(loss) on Investments, Net

Net Assets Released from Restrictions

Restrictions Satisfied by Payments
TOTAL REVENUES AND SUPPORT

EXPENSES:

Program Services

Scholarships and Grants

Women in Transition

Supporting Services
General and Administrative
Fund Raising
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

See accompanying notes to financial statements.

Charter Oak State College Foundation, Inc. 2011

Temporarily Permanently

Unrestricted Restricted Restricted Total
17,738 50,725 2,783 $ 71,246
114 36,759 - 36,873
- 178,849 - 178,849
93,386 (93,386) - -
111,238 172,947 2,783 286,968
23,700 - - 23,700
65,197 - - 65,197
9,210 - - 9,210
4,489 - - 4,489
102,596 - - 102,596
8,642 172,947 2,783 184,372
63,668 $ 170,571 $ 1,013,671 $ 1,247,910
72,310 $ 343,518 $ 1,016,454 $ 1,432,282




CHARTER OAK STATE COLLEGE FOUNDATION, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Program Services Supporting Services

Scholarships Women in General and Fund

and Grants Transition Administrative Raising Total
Computer and Related Services $ - $ 5,008 $ - $ - $ 5,008
Scholarships and Grants 23,700 60,189 - - 83,889
Investment-related Charges - - 5,431 - 5,431
Insurance - - 1,317 - 1,317
Meetings and Conferences - - 689 - 689
Postage - - 185 - 185
Annual Appeal - - 1,338 - 1,338
Office Supplies and Other
Expenses - - 250 4,489 4,739
TOTAL EXPENSES $ 23,700 $ 65,197 $ 9,210 $ 4,489 $ 102,596

See accompanying notes to financial statements.

Charter Oak State College Foundation, Inc. 2011



CHARTER OAK STATE COLLEGE FOUNDATION, INC.
STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Net
Cash Provided by (used in) Operating Activities:

Increase in Receivables
Total Adjustments

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Reinvested Dividends
Net Realized and Unrealized Gains on Investments
Investment-related Charges

Purchases of Investments

NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - JUNE 30, 2010
CASH AND CASH EQUIVALENTS - JUNE 30, 2011

See accompanying notes to financial statements

Charter Oak State College Foundation, Inc. 2011

$

$

184,372

500
500

183,872

(36,742)

(178,850)

5,431
(52,173)

(262,334)

(78,462)

138,301
59,839



CHARTER OAK STATE COLLEGE FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Activities:

The Charter Oak State College Foundation, Inc. operates exclusively for charitable and
educational purposes and as such promotes interest in and support of open learning and
credentialing in higher education. The Foundation solicits contributions of funds for the support
of such activities.

Basis of Presentation:

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with generally accepted accounting principles. Net assets and revenues, expenses,
gains, and losses are classified based upon the existence or absence of donor-imposed
restrictions. Accordingly, net assets of the Foundation and changes therein are classified and
reported as follows:

Unrestricted Net Assets--Net assets that are not subject to donor-imposed restrictions.

Temporarily Restricted Net Assets--Net assets subject to donor imposed restrictions that
may or will be met, either by actions of the Foundation and/or by the passage of time.
When a restriction expires, temporarily restricted assets are reclassified to unrestricted net
assets and reported in the statement of activities as net assets released from restrictions.

Permanently Restricted Net Assets--Net assets subject to donor-imposed restrictions that
may be maintained permanently by the Foundation. Generally, the donors of these assets
permit the Foundation to use all or part of the income earned on any related investments for
general or specified purposes.

Cash and Cash Equivalents:

Cash and cash equivalents consist of cash in checking and savings accounts.
Contributions:

Contributions, including unconditional promises to give, are recorded as made. All contributions
are available for unrestricted use unless specifically restricted by the donor. Unconditional
promises to give due in the next year are recorded at their net realizable value. Unconditional
promises to give due in subsequent years are reported at the present value of their net realizable
value, using risk-free interest rates applicable to the years in which the promises are to be
received.

Conditional promises to give, which depend on the occurrence of a specified future and uncertain
event to bind the promisor, shall be recognized when the conditions on which they depend are
substantially met, that is, when the conditional promise becomes unconditional. Therefore,
conditional promises to give are not recorded on the Foundation’s financial statements.
However, the total amount of conditional promises to give, as well as a description of the

Charter Oak State College Foundation, Inc. 2011



condition that must be met before these amounts can be reclassified as unconditional, is provided
in NOTE 5 below.

Investments:

Investments in marketable securities with readily determinable fair values are valued at their fair
values in the statement of financial position. Unrealized gains and losses are included in the
change in net assets.

Income Taxes:

The Foundation is exempt from federal income taxes under Internal Revenue Code Section
501(c)(3).

NOTE 2: CONCENTRATION OF CREDIT RISK

The Foundation’s bank deposits are insured by the Federal Deposit Insurance Corporation up to
$250,000. At June 30, 2011, there were no uninsured deposits.

NOTE 3: INVESTMENTS

Investments are stated at market value and consist of mutual funds.

June 30, 2011

Market Value $ 1,369,627
Less Cost (1,261,234)
Excess of Market VValue over Cost $ 108,393

NOTE 4: COMPUTER EQUIPMENT
The Foundation depreciates its computer equipment using the straight line method over a period

of three years. The computer equipment category, shown on the Statement of Financial Position,
consists of the following:

June 30, 2011

Computer Equipment $ 53,474
Less Accumulated Depreciation (53,474)
Total $ 0

Charter Oak State College Foundation, Inc. 2011



NOTE 5: PROMISES TO GIVE

The State of Connecticut has established a Higher Education State Matching Grant Fund to be
administered by the Department of Higher Education in accordance with Section 10a-8b of the
General Statutes. Section 10a-143a of the General Statutes requires the Board for State
Academic Awards to establish a permanent endowment fund to encourage donations from the
private sector. The net earnings on the endowment principal are dedicated and made available to
Charter Oak State College for scholarships and programmatic enhancements. During the fiscal
year ended June 30, 2005, legislation became effective that significantly influenced the amount
of state matching funds generated from higher education endowment funds raised. Public Act 05-
3 (June Special Session), effective June 30, 2005, reduced the rate of state matching funds
granted for eligible endowment funds raised from a 50 percent match to a 25 percent match for
endowment gifts received during the 2005 calendar year forward. The act also eliminated
appropriations for Higher Education State Matching Grant Funds until the amount in the state’s
Budget Reserve Fund equals ten percent of the net General Fund appropriations for the fiscal
year in progress. This had the effect of transforming all such outstanding state matching funds
receivable into conditional promises to give. According to Statement of Financial Accounting
Standards No. 116, Accounting for Contributions Received and Contributions Made, such
amounts, “shall be recognized when the conditions on which they depend are substantially met.”
As of June 30, 2008, it was uncertain whether or not the above condition would be met.
Therefore, no conditional promises to give have been reported in the Foundation’s financial
statements for the fiscal year ended June 30, 2011. Subsequently, Public Act 06-135, effective
July 1, 2006, restored such state matching funds at the 50 percent matching rate for eligible
endowed gifts received during the period of January 1, 2005 through June 30, 2005. This act also
eliminated, for eligible endowed gifts received during the period of January 1, 2005 through June
30, 2005, the above condition that made appropriations for Higher Education State Matching
Grant Funds contingent upon whether or not the amount in the state’s Budget Reserve Fund
equals ten percent of the net General Fund appropriations for the fiscal year in progress.

Based on the above legislation, the Foundation recognized the following amounts for the fiscal
year ended June 30, 2011:

Unconditional Match Receivables for Contributions Received January 1, 2005, through June 30, 2005

$1,236
Unconditional promises to give at June 30, 2011, are as follows:
Unconditional Receivables Due in Less Than One Year $ -
Unconditional Receivables Due in One to Five Years 1,236
Total Unconditional Promises to Give 1,236
Less: Discount to Net Present Value at 5% Discount Rate (59)
Net Unconditional Promises to Give $ 1,177

Conditional promises to give consist entirely of state matching receivables for endowment fund
contributions received by the Foundation. These receivables will continue to be classified as

Charter Oak State College Foundation, Inc. 2011



conditional until the state’s Budget Reserve Fund equals or exceeds ten percent of the net
General Fund appropriations for the fiscal year in progress. Conditional promises to give at June
30, 2011, are as follows:

Conditional Receivables Due $ 47,464

Total Conditional Promises to Give $ 47,464

NOTE 6: TEMPORARILY RESTRICTED NET ASSETS

Temporarily restricted net assets are available for the following purposes:

Educational Lectures $ 24,743
Other Funds Restricted for Program Purposes 122,096
Technology 50,469
Women in Transition Program 146,210

Total temporarily restricted net assets $ 343,518

NOTE 7: PERMANENTLY RESTRICTED NET ASSETS

Permanently restricted net assets, though restricted in perpetuity, generate income which is
expendable to support the following purposes:

Educational Lectures $ 63,578
Other Funds Restricted for Program Purposes 491,502
Scholarships and Grants 203,625
Technology 102,383
Women in Transition Program 155,366

Total Permanently Restricted Net Assets $ 1,016,454

NOTE 8: NET ASSETS RELEASED FROM RESTRICTIONS

Temporarily restricted net assets were released from donor restrictions during the year by
incurring expenses satisfying the restricted purpose specified by the donor. The temporarily
restricted net assets released from restriction related to the following:

Women in Transition Program $ 65,197
Scholarships and Grants 23,700
Other Funds Restricted for Program Purposes 4,489

Net Assets Released from Restrictions $ 93,386

Charter Oak State College Foundation, Inc. 2011



NOTE 9: ENDOWMENT

The Charter Oak State College Foundation’s endowment consists of individual funds established
for scholarship and program services. Its endowment includes donor-restricted endowment
funds. As required by GAAP, net assets associated with endowment funds are classified and
reported based on the existence of donor-imposed restrictions.

The board of directors of the Foundation has interpreted the State of Connecticut Uniform
Prudent Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the
face value of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, the Foundation classifies as permanently restricted net
assets (a) the original value of gifts donated to the permanent endowment, and (b) the original
value of subsequent gifts to the permanent endowment. In accordance with the act, the
Foundation considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:

The duration and preservation of the fund.

The purposes of the Foundation and the donor-restricted endowment fund.
The general economic conditions.

The possible effects of inflation and deflation.

The expected total return from income and appreciation of investment.
The investment policies of the organization.

SourwnE

Funds with Deficiencies

From time to time, the fair market value of assets associated with individual donor-restricted
endowment funds may fall below the level that the donor or UPMIFA requires the Foundation to
retain as a fund of perpetual duration. Despite this adverse investment performance, the annual
income generated from the Foundation’s investment portfolio will be used to support programs
deemed prudent by the board of directors.

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding to programs supported by its endowment while
seeking to maintain the purchasing power of the endowment assets. Endowment assets include
those assets of donor-restricted funds that the Foundation must hold in perpetuity or for a donor-
specified period. Under this policy, approved by the board of directors, the endowment assets are
invested in asset classes: bonds, domestic equities and international equities. These asset classes
are intended to produce results that will approximate the price and yield performance generated
by an appropriate major bond or stock index relevant to each specific asset class held by the
Foundation.

A major function of the Investment Committee is to determine the percentage allocation among
the asset classes. Factors to be weighed in reaching any such decisions are: the need for income,
the desire for asset appreciation, economic outlook both near and longer term, and risk level
associated with each asset class.

Charter Oak State College Foundation, Inc. 2011



STATE OF CONNECTICUT

AUDITORS OF PUBLIC ACCOUNTS
State Capitol

JOHN C. GERAGOSIAN 210 Capitol Avenue ROBERT M. WARD
Hartford, Connecticut 06106-1559

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors
Charter Oak State College Foundation, Inc.:

We have audited the financial statements of the Charter Oak State College Foundation, Inc.,
(Foundation) as of and for the year ended June 30, 2011, and have issued our report dated
DATE. 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 Foundation’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Foundation’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Foundation’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions to
prevent, or detect and correct unauthorized, illegal or irregular transactions, on a timely basis. A
material weakness is a deficiency, or combination of deficiencies in internal control, such that
there is a reasonable possibility that noncompliance which could result in significant
unauthorized, illegal, irregular or unsafe transactions and/or material noncompliance with certain
provisions of laws, regulations, contracts, and grant agreements that would be material in relation
to the Foundation’s financial statements will not be prevented, or detected and corrected on a
timely basis.

Charter Oak State College Foundation, Inc. 2011



Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

Compliance with Sections 4-37e to 4-37k of the General Statutes, and any other laws,
regulations, contracts, and grant agreements relevant to the Foundation is the responsibility of
the Foundation’s management. As part of obtaining reasonable assurance about whether the
Foundation’s financial statements are free of material misstatement, we performed tests of its
compliance with Sections 4-37e to 4-37k of the General Statutes and certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with 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 issued by the Comptroller General of the United States. However, we noted a matter
that we reported to the Foundation’s management in the accompanying Management Letter
section of this report.

This report is intended for the information of the board of directors and any applicable regulatory
body. However, this report is a matter of public record, and its distribution is not limited.

L ke

John C. Geragosian Robert M. Ward
Auditor of Public Accounts Auditor of Public Accounts
DATE

State Capitol
Hartford, Connecticut

Charter Oak State College Foundation, Inc. 2011
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AUDITORS OF PUBLIC ACCOUNTS

State Capitol
JOHN C. GERAGOSIAN 210 Capitol Avenue ROBERT M. WARD
Hartford, Connecticut 06106-1559

MANAGEMENT LETTER

The Board of Directors
Charter Oak State College Foundation, Inc.:

In planning and performing our audit of the financial statements of the Charter Oak State College
Foundation, Inc. (Foundation) for the fiscal year ended June 30, 2011, we considered the
Foundation’s internal control and compliance with certain provisions of laws, regulations,
contracts, and grant agreements in order to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on internal
control or compliance. We noted no matters involving the internal accounting control structure
and its operation or the Foundation’s compliance with certain provisions of laws, regulations,
contracts, and grant agreements that we consider to be material weaknesses according to 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. However, during our audit, we became aware of a certain matter that
presents an opportunity for improving internal controls.

Our comments and suggestions, which have already been discussed with various personnel
affiliated with the Foundation, are summarized below.

Compliance with Foundation Disbursements Controls:

Criteria: At its meeting on July 27, 2010, the Foundation’s board approved a set of
disbursements controls. Included in these controls was a requirement that
any disbursement greater than $1,000 requires the approval of any two of
the following board members: president, vice president, treasurer, and
secretary.

Condition: We selected five disbursements, each one of which was greater than
$1,000. From this sample, we noted that one disbursement was approved
by one of the four required board members and four disbursements were
not approved by any of the required board members.

Effect: There was a lack of compliance with the disbursements approval process.
Charter Oak State College Foundation, Inc. 2011



Cause:

Recommendation:

Agency Response:

The recently implemented disbursements approval process was not
followed.

The Foundation should improve compliance with the disbursements
approval procedures approved at the July 27, 2010, board meeting.

“When we developed the disbursement approval procedures we wanted to
formalize controls that were already in place for large expenditures.
Nevertheless, we were not specific enough regarding what form the
approvals should take. In practice we assumed that having the approval
signatures on the check would suffice. We agree with the finding that
approval should be with the expense authorization form which explains
the nature of the expenditure, etc. We have developed a new form that has
signature blocks for the two board members for expenditures greater than
$1,000.”

Charter Oak State College Foundation, Inc. 2011



CONCLUSION

In conclusion, we wish to express our appreciation for the courtesies shown to our
representatives during the course of our audit. The assistance and cooperation extended to them
by members of the Charter Oak State College Foundation, Inc. greatly facilitated the conduct of
this examination.

m M. 2/,

Timothy M. LePore
Principal Auditor

Approved:
John C. Geragosian Robert M. Ward
Auditor of Public Accounts Auditor of Public Accounts

Charter Oak State College Foundation, Inc. 2011
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Blue:

Inventory of Open Audit Recommendations Being Tracked By Internal Audit
Quarter Ending: June 30, 2013

The institution has mitigated the risk related to the situation to the extent it

deems feasible, from an operational expense and efficiency standpoint OR to

the extent of its authority, where the ultimate resolution goes beyond that

authority, residing elsewhere.

Corrective action has been fully implemented.

Yellow: Corrective action implementation is in progress, but not yet fully complete.

vy o P P PP PP F¥ FF FF PPy Py ¥ F¥ FF FF Py Iy 9 ¥ ¥ FF

None

ConnSCU System Wide
¥ssuing Sourc Audit Priority Nature of Summary of Mgt.} Recommendation | Initial Target § I/A Follow-up | Revised
Reference Recommendation Response Date Date Date - Target Date
Number Management | or Closed
Update
None
ConnSCU System Office
Fssuing SourcH Audit Priority Nature of Summary of Mgt.} Recommendation | Initial Target | I/A Follow-up | Revised
Reference Recommendation Response Date Date Date - Target Date
Number Management | or Closed
Update
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Central CSU

Fssuing Sourcqg Audit Name [ Priority Nature of Summary of Mgt.} Recommendation | Initial Target | I/A Follow-up | Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
1 1 Update
ConnSCU IA CCsuU H 1. Need Pol. (e.g., |Agree. 12/22/2010 7/2011 5/2013 - The 10/31/2013
Firewalls and Remote Access Documentation Director of
Routers Policy, Patch will be completed. Technical
Management Services
Policy) and Proc. position will be
(e.g., firewall filled shortly.
baselines) over This individual
Implementation / will resolve
Maintenance / remaining
Security issues.
ConnSCU IA CCsu M 3. Document Agree. Monitoring 12/22/2010 12/2011 5/2013 - The 10/31/2013
Firewalls and Firewall and Router [will be Director of
Routers logging and monitor-{strengthened. Technical
ing controls: fire- Services
wall log, rule, and position will be
security policy filled shortly.
reviews, rule clean- This individual
up, router log re- will resolve
views, monitoring remaining
remote access issues.
attempts.
ConnSCU IA CCsu H 6. Change Agree. This will 12/22/2010 12/2011 5/2013 - The 10/31/2013
Firewalls and management (e.g., |occur as part of Director of
Routers change approvals, [CSUS-wide Technical
change control Change Services
committee, Patch  [Management position will be
Mgmt. Policy, initiative. filled shortly.
TACACS+ ACL This individual
review) needs to be will resolve
defined and remaining
documented. issues.
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governmental
grants

Page 3 of 14

Policies and
Procedures
mannual.

Agree. Will 2/16/2012
develop a manual.

6/2012

5/2013

kssuing Sourcqg Audit Name Priority'I Nature of Summary of Mgt.} Recommendation § Initial Target | I/A Follow-up Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
Update
ConnSCU IA | CCSU Non- H A. Develop a

6/30/2013




Eastern CSU

views, monitoring
remote access
attempts.

Fssuing Sourcqg Audit Name [ Priority Nature of Summary of Mgt.} Recommendation | Initial Target | I/A Follow-up | Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
1 1 Update
ConnSCU IA ECSU H 1. Need Pol. and Agree. 11/21/2011 6/30/2012 |5/2013 - To Be
Firewalls and Proc. (e.g., logging |Documentation Aspects of an |Determined
Routers and monitoring of  [will be completed. Information
network devices) Security
over Program are
Implementation, implemented,
Maintenance, but not fully
Security. documented.
Document firewall,
router, and switch
procedures.
ConnSCU IA ECSU H 2. Need Agree. 11/21/2011 6/30/2012 |5/2013 - To Be
Firewalls and documented Documentation Aspects of an |Determined
Routers configuration and  |will be completed. Information
hardening Security
standards. Program are
Document firewall, implemented,
router, and switch but not fully
procedures, documented.
baselines, and
templates.
ConnSCU IA ECSU M 3. Document Agree. Monitoring 11/21/2011 6/30/2012 |5/2013 - To Be
Firewalls and Firewall and Router |will be Aspects of an |Determined
Routers logging and monitor-{strengthened. Information
ing controls: fire- Security
wall log, rule, and Program are
security policy implemented,
reviews, rule clean- but not fully
up, router log re- documented.
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kssuing Sourcqg Audit Name Priority'I Nature of Summary of Mgt.} Recommendation § Initial Target | I/A Follow-up Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
Update
ConnSCU IA ECSU H 4. Password Agree. Password 11/21/2011 6/30/2012 |5/2013 Closed
Firewalls and controls need to be |controls will be
Routers strengthened. strengthened.
Documentation
will be completed.
ConnSCU IA ECSU M 6. Documented Agree. This will 11/21/2011 6/30/2012 |5/2013 - To Be
Firewalls and change occur as part of Aspects of Determined
Routers management CSUS-wide change
procedures need to [Change management
be enhanced. Management are
initiative. implemented,
but not fully
documented.
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Southern CSU

Security person
for the campus.
2) Revising the
existing
procedures,
taking into
account audit
recommenda-
tions. 3)
Documenting
procedures. 4)
Assessing
necessary
technology
improvements
to address the
audit
recommenda-
tions.

Fssuing Sourcqg Audit Name [ Priority Nature of Summary of Mgt.} Recommendation | Initial Target | I/A Follow-up | Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
1 1 Update
ConnSCU IA SCSU H 1. Need Pol. and Agree. 3/8/2012 9/1/2012 5/2013 - New [7/22/13 for
Firewalls and Proc. over Documentation CIO responded |documenta-
Routers Implementation / will be completed. as follows: tion and
Maintenance / Here is what we|technology
Security are doing improvement
immediately: 1) |dates To Be
Hiring an Determined.
Information
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kssuing Sourcqg Audit Name
ConnSCU IA SCSU
Firewalls and
Routers

o - 7
Priority

Nature of Summary of Mgt.} Recommendation § Initial Target
Recommendation Response Date Date
2. Need Agree. 3/8/2012 9/1/2012
documented Documentation
configuration and  |will be completed.
hardening
standards.

I/A Follow-up
Date -

Management
Update

5/2013 - New
CIO responded
as follows:
Here is what we
are doing
immediately: 1)
Hiring an
Information
Security person
for the campus.
2) Revising the
existing
procedures,
taking into
account audit
recommenda-
tions. 3)
Documenting
procedures. 4)
Assessing
necessary
technology
improvements
to address the
audit
recommenda-
tions.

Revised
Target Date
or Closed

7/22/13 for
documenta-
tion and
technology
improvement
dates To Be
Determined.
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kssuing Sourcqg Audit Name Priority'I Nature of Summary of Mgt.} Recommendation § Initial Target | I/A Follow-up Revised

Recommendation Response bate Date bDate - Target Date
Management | or Closed
Update
ConnSCU IA SCSU M 3. Firewall and Agree. Monitoring 3/8/2012 7/1/2012 5/2013 - New [7/22/13 for
Firewalls and Router logging and |will be CIO responded |documenta-
Routers monitoring controls |[strengthened. as follows: tion and
need enhancement. Here is what we|technology
are doing improvement
immediately: 1) |dates To Be
Hiring an Determined.
Information

Security person
for the campus.
2) Revising the
existing
procedures,
taking into
account audit
recommenda-
tions. 3)
Documenting
procedures. 4)
Assessing
necessary
technology
improvements
to address the
audit
recommenda-
tions.
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kssuing Sourcqg Audit Name Priority'I Nature of Summary of Mgt.} Recommendation § Initial Target | I/A Follow-up Revised

Recommendation Response bate Date bDate - Target Date
Management | or Closed
Update
ConnSCU IA SCSU H 4. Password Agree. Password 3/8/2012 9/1/2012 5/2013 - New [7/22/13 for
Firewalls and controls need to be |controls will be CIO responded |documenta-
Routers strengthened. strengthened. as follows: tion and
Documentation Here is what we|technology
will be completed. are doing improvement
immediately: 1) [dates To Be
Hiring an Determined.
Information

Security person
for the campus.
2) Revising the
existing
procedures,
taking into
account audit
recommenda-
tions. 3)
Documenting
procedures. 4)
Assessing
necessary
technology
improvements
to address the
audit
recommenda-
tions.
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kssuing Sourcqg Audit Name
ConnSCU IA SCSU
Firewalls and
Routers

o - 7
Priority

Nature of Summary of Mgt.} Recommendation § Initial Target
Recommendation Response Date Date
5. Documentand |Agree. Will 3/8/2012 7/1/2012
use only authorized |implement.

protocals for remote
access.

I/A Follow-up
Date -

Management
Update

5/2013 - New
CIO responded
as follows:
Here is what we
are doing
immediately: 1)
Hiring an
Information
Security person
for the campus.
2) Revising the
existing
procedures,
taking into
account audit
recommenda-
tions. 3)
Documenting
procedures. 4)
Assessing
necessary
technology
improvements
to address the
audit
recommenda-
tions.

Revised
Target Date
or Closed

7/22/13 for
documenta-
tion and
technology
improvement
dates To Be
Determined.

Page 10 of 14




kssuing Sourcqg Audit Name
ConnSCU IA SCSU
Firewalls and
Routers

Page 11 of 14

o - 7
Priority

Nature of Summary of Mgt.} Recommendation § Initial Target
Recommendation Response Date Date
6. Formal change |Agree. This will 3/8/2012 6/1/2012
management occur as part of
process needsto |CSUS-wide
be enhanced. Change
Management
initiative.

I/A Follow-up
Date -

Management
Update

5/2013 - New
CIO responded
as follows:
Here is what we
are doing
immediately: 1)
Hiring an
Information
Security person
for the campus.
2) Revising the
existing
procedures,
taking into
account audit
recommenda-
tions. 3)
Documenting
procedures. 4)
Assessing
necessary
technology
improvements
to address the
audit
recommenda-
tions.

Revised
Target Date
or Closed

7/22/13 for
documenta-
tion and
technology
improvement
dates To Be
Determined.




kssuing Sourcqg Audit Name Priority'I Nature of Summary of Mgt.} Recommendation § Initial Target | I/A Follow-up Revised

Recommendation Response Date Date Date - Target Date
Management | or Closed
Update
ConnSCU IA | SCSU Non- H A. Monitor actual |Agree. Will 3/30/2012 7/1/2012 5/2013 - To Be
governmental fiund receipts, track |develop and Although Determined
grants in-kind implement Sponsored
conbtributations procedures for Programs and
and annually these. Research have
reconcile open completed their
grant financial management
activity. action plans,
Finance has

not provided a
revised target
date due to
other priorities.
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Western CSU

¥ssuing Sourcd Audit Name: J Priority Nature of Summary of:-Mgt.} Recommendatian § Initial Target | I/A Follow-up Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
1 Update
ConnSCU IA WCSU H 1. Document an IT |Agree. Will have 5/13/2010 12/15/2010 |5/2013 - Base 7/1/2013,
Business Disaster Recovery |complete by Plan by 7/1/13; 9/1/2013
Resumption Plan, BIA, and risk |7/1/2012 Service
Plan assessment. Catalog, BIA,
and risk
assessment by
9/1/13.
ConnSCU IA wcCsu H 1. Document IT Agree. Will have 7/28/2011 7/1/2012 5/2013 9/1/2013
Firewalls and policies and complete by
Routers procedures for 7/1/2012
firewalls and router
environments.
ConnSCU IA WCSU H 2. Document Agree. Will have 7/28/2011 9/1/2012 5/2013 - 7/1/2013,
Firewalls and Firewall configur-  |complete by Document 9/1/2013
Routers ation and hardening (9/1/2012 standards by
standards, back-up 9/1/2013, fire-
firewall logs, and wall log back-
router and switch ups by
templates. 7/1/2013, and
templates by
9/1/2013
ConnSCU IA wCsu H Agree. Will have 7/28/2011 7/1/2012 5/2013 8/1/2013
Firewalls and 3. Document complete by
Routers Firewall and Router |7/1/2012
significant event
logging, router and
switch log reviews,
and firewall log,
rule, security policy,
and remote firewall
access attempts.
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kssuing Sourcqg Audit Name Priority'I Nature of Summary of Mgt.} Recommendation § Initial Target | I/A Follow-up Revised
Recommendation Response Date Date Date - Target Date
Management | or Closed
Update
ConnSCU IA wcCsu H 4. Modify SNMP Agree. Will have 7/28/2011 9/1/2012 5/2013 9/1/2013
Firewalls and community strings [complete by
Routers and ACL evaluation (9/1/2012
and implementation
of ACLs to limit
traffice between
VLANS.
ConnSCU IA wcCsu H 6. Document Patch [Agree. Will have 7/28/2011 9/1/2011 5/1/2013 - 8/1/2013,
Firewalls and Management complete by Change 9/1/2013
Routers Policy, performance |9/1/2011. management
of Nessus scans, tool by
quarterly TACACS+ 9/1/2013, patch
ACL review, change management
approvals, and policies and
change committee procedures by
minutes. 8/1/2013,

Nessus scans
and TACACS+
ACL reviews by
8/1/2013.
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2014 ConnSCU Internal Audit Plan
Prepared by: Karen E. Stone, Director of Internal Audit

. Location Time
Audit o
Audit / Activity Name Number - ) . || CCSU||ECSU || SCSU|[WCSU[[ACC|| CCC || GCC || HCC || MCC [ MXCC| NCC [ NVCC [[NWCC| QVCC | TRCC || TCC arter SysOff |[Budget [[Actual Notes
General Description of Areas of Audit Emphasis; Oak
Direct Resource Allocation:
Audits:
2013 Work-In-Process
carryover:
Review and documentation of financial aid
process, from application through post award,
) . . to ascertain controls are in place to ensure
Financial Aid Allocation . - - .
. X . 115 and |consistency / efficiency / effectiveness. Review
Process, including Perkins . . 50 50
Loans 117 of Perkins controls over required student
notifications, billing and collections and the
accuracy of Fiscal operations Report and
Application to Participate (FISAP).
0
2014 Operational Audits:
Review and documentation of financial aid
Financial Aid Allocation 115 and |process, from appllcatlon_ through post award, 300 300 300 300 300 300 300 2100
Process 117 to ascertain controls are in place to ensure
consistency / efficiency / effectiveness.
Connecticut Distance Learnin Review the contract/compilation of
Consortium (CTDLC) Revenug 127 charges/billing and collections related to 300 300
CTDLC business of Charter Oak.
Review and documentation associated with the
student billing and collection process, from
Student Billing and Collection 100 charge postlpg to final settlement to determine if 300 300
controls are implemented to ensure accuracy,
timeliness, maximization of collectability, and
efficiency/effectiveness.
Review controls over the debit card activity,
Student One Card 145 meal plans and building access related to the 300 300
student card.
2013 IT Work-In-Process
carryover:
Firewall and Router IT 315 Rew_ew ole|rewaII rulesets and router 50 50
configurations.
2014 IT Audits:
Firewall and Router IT 315 Rew_ew ole|rewaII rulesets and router 350 350
configurations.

ConnSCU 2014 Audit Plan
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2014 ConnSCU Internal Audit Plan
Prepared by: Karen E. Stone, Director of Internal Audit

ConnSCU 2014 Audit Plan

Page 2 of 2

. Location Time
Audit o
Audit / Activity Name Number - . . || CCSU || ECSU | SCSU [ WCSU [[ACC|| CCC GCC HCC MCC [[ MXCC|| NCC || NVCC ||[NWCC| QVCC|f TRCC || TCC arter SysOff [[Budget [[Actual Notes
General Description of Areas of Audit Emphasis; Oak
Direct Resource Allocation:
Information Security Program, Controls over
Personally Identifiable Information (PIl), Risk
Assessment Model (RAM), Security Awareness
Program, Incident Response (e.g., security
Information Security IT120 |breach procedures). [NOTE: Vulnerability 350 350 350 1050
assessments were performed by PWC and the
implementation status of those
recommendations will be determined in this
audit. ]
|Special Projects:
Unallocated for mgt. / BoT and N/A R’leserved for spemal‘ reviews of campus 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 50 850
BoR requests situations that materialize.
|Annual Commitments:
APA Staff Reports N/A |::r‘]’§‘évﬁgi"a'ys's I'synopsis and staff report | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 10 | 180 |
Follow Up:
Quarterly Inventory of Findings N/A  |Analysis of status / follow - up on open items 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 360
Audit Director Functions N/A 546 546
|Iotal Budgeted Direct Resources: | 430 ] 130 | 380 | 430 | | | | 976 | 6436 |
Indirect Resource Allocation:
Staff Administration staff mtgs._ / perf. evals. / campus mgt.mtgs. / 300
S.O. functions / etc.
Professional Development 200
Vacation / Personal Days 800
Holidays 384
lliness 200
|Tota| Budgeted Indirect Resources: | 1884 | |
[Total Budgeted Resources: ] 8320 | |
Total Budgeted Resources 8320
Available resources (4 FTE's x 2080 hours) 8320
\WIP Carry-over to next year 0
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TRANSMITTAL LETTER:

TO: Dr. John W. Miller, President, CCSU

FROM: Karen E. Stone, Director of Internal Audit, ConnSCU, BOR
Linda B. Therriault, Senior Internal Auditor, ConnSCU, BOR

DATE: June 4, 2013
RE: CCSU Compensatory Time Audit

Attached is our report on the recently completed audit of Compensatory Time at
Central Connecticut State University (CCSU).

In our opinion, the internal accounting and management controls environment over
compensatory time at CCSU is satisfactory.

We appreciate the cooperation received from you and your staff during this audit. We
welcome any comments you may have and would be happy to further discuss any
aspect of this report with you. We remain available for consultation on an ongoing
basis.

cc: Dr. Philip E. Austin, Interim President, ConnSCU, BOR
Mor. Lewis J. Robinson, Jr., Chairman, BOR
Mr. Craig S. Lappen, Chairman, Audit Committee, BOR
Mr. Michael E. Pollard, Audit Committee, BOR
Mr. Nicholas M. Donofrio, Audit Committee, BOR
Mr. Louis Pisano, Chief Human Resources Officer, CCSU
Ms. Kimberly Chagnon, University Controller, Audit Liaison, CCSU

CCSU Compensatory Time Audit 13-02 Page 3 of 6



AUDIT PARAMETERS:

AUDIT:

AUDIT #:

DATE:

AUDIT PERIOD:

OBJECTIVES:

SCOPE:

OPINION:

REPORT TO:

CCSU Compensatory Time Audit
310

June 4, 2013

March 2011 to June 2012

To ensure holiday and other compensatory time are approved,
accrued, tracked, paid and/or reduced in compliance with the
University’s policy including Article 16 of the State University
Organization of Administrative Faculty (SUOAF) /AFSCME
Collective Bargaining Agreement.

We reviewed bargaining unit agreements and university processes
to determine that compensatory time parameters and record
keeping adhere to policies and accumulated liabilities were
properly authorized and either expended or expired.

The internal and management controls environment over
compensatory time at CCSU is satisfactory.

Dr. John W. Miller, President, CCSU

CCSU Compensatory Time Audit 13-02 Page 4 of 6



INTRODUCTION:

BACKGROUND:

The compensatory time (“comp time”) function at CCSU is under the direct supervision
of the Human Resources Department. It involves the tracking (holidays separately),
reporting, and monitoring of employee compensatory time according to collective
bargaining agreements and Connecticut State University (CSU) policy.

The following bargaining units/unions have compensatory time provisions, which were

reviewed for this audit:

e Administrative & Residual Employees Union;

e American Federation of State, County and Municipal Employees (AFSCME);

e Connecticut State University American Association of University Professors
(AAUP);

e Connecticut State Employee Association (CSEA) Engineering, Scientific and
Technical Unit;

e Connecticut State Employee Association (CSEA) Maintenance & Service Unit;

e State of Connecticut Protective Services Employees Coalition; and

e State University Organization of Administrative Faculty (SUOAF).

In addition, approximately 30 CCSU non-union Management Confidential employees
may earn comp time, which is normally holiday compensatory time. CSU Human
Resource Policies for Chancellor and Presidents, Section 8.6, and CSU Human Resource
Policy, Section 8.7, address comp time. The latter states, “.... Such compensatory time
must be taken within one year work of such work.”

CCSU began using CORE-CT in March 2011. All employees were fully converted to
CORE-CT by May 2011. This is the system used for employee payroll processing,
including the recording and supervisory approval of compensatory time.

According to CCSU procedures, employees must be asked to work beyond their regular
hours or on a holiday to earn compensatory time. Supervisor approval is required. If a
supervisor is in the same bargaining unit as the employee, the next highest supervisor
not in the same unit authorizes the compensatory time, as evidenced in the “comment”
section to CORE-CT. If for any reason supervisor approval is not granted, an e-mail is
sent from Human Resources to the employee requesting authorization by a supervisor
before payment is made.
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According to CCSU procedure, compensatory time greater than ten days requires
written approval by the Chief Human Resources Officer. It should be noted that
holiday pay is tracked separately.

Per Article 16 of the SUOAF Collective Bargaining Unit agreement, compensatory time
(including holidays) is subject to expiration guidelines as stated, “Annually, on August
15 any outstanding compensatory time balances shall be reduced to zero for SUOAF
members except that compensatory time earned between June 1 and August 15 may be
used until the following January 15.”

Given the above and given CORE-CT does not distinguish when compensatory hours
are earned, manual record keeping by CCSU Human Resources is necessary to track
these attributes.

DETAILED AUDIT APPROACH:

Internal Audit conducted interviews with Human Resources staff to determine the
controls over the compensatory time process. Our testing focused on SUOAF collective
bargaining members, which consisted of approximately 300 members. Our detailed
testing included other individuals, such as Management Confidential employees.

We performed the following testing:

e Tested 15 of 90 individuals for termination payment of compensatory time who
terminated employment with the university between March 2011 (CORE-CT
implementation) and June 2012;

e Tested 25 individuals selected from a university prepared report of employees with
compensatory time before the August 15, 2011 and January 15, 2012 annual
reductions of compensatory time were performed and noted the following;:

e 22 of the 25 were tested to ensure the August 15" and January 15" annual
reductions of compensatory time were performed accurately and consistently
with the employee’s terms of employment; and

e 3 of the 25 were Management Confidential employees, who were tested for
compliance with an attribute that time earned must be used within one year.

No exceptions were noted from the testing we performed.

We also reviewed the most recent, December 16, 2009 State of Connecticut Auditors of
Public Accounts (APA) report for comments related to compensatory time. There were

no outstanding items pertaining to Central Connecticut State University.
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TRANSMITTAL LETTER:

TO: Dr. Mary A. Papazian, President, SCSU

FROM: Karen E. Stone, Director of Internal Audit, ConnSCU, BOR
Sarah Beaulieu, Senior Internal Auditor, ConnSCU, BOR

DATE: June 4, 2013
RE: SCSU Financial Aid Allocation Process Audit

Attached is our report on the recently completed audit of the Financial Aid Allocation
Process at Southern Connecticut State University.

In our opinion, the internal accounting and management controls environment over the
financial aid allocation function is satisfactory with only minor issues. We have
reviewed management’s responses to our recommendations and are satisfied with the
consideration given to them. As a result of the U.S. Department of Education Program
Review, it should also be noted that management indicated they will continue to revise
policies and procedures to ensure the appropriate controls are implemented over the
tinancial aid environment.

We appreciate the cooperation received from you and your staff during this audit. We
welcome any comments you may have and would be happy to further discuss any
aspect of this report with you. We remain available for consultation on an ongoing
basis and will do a follow-up overview in the next several months, on any pending
management actions indicated in the responses.

cc: Dr. Philip E. Austin, Interim President, ConnSCU, BOR
Mr. Lewis J. Robinson, Jr., Chairman, BOR
Mr. Craig S. Lappen, Chairman, Audit Committee, BOR
Mr. Michael E. Pollard, Audit Committee, BOR
Mr. Nicholas M. Donofrio, Audit Committee, BOR
Mor. James E. Blake, Executive Vice Pres., Finance & Admin., Audit Liaison, SCSU
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AUDIT PARAMETERS:

AUDIT:

AUDIT #:

DATE:

AUDIT
PERIOD:

OBJECTIVE:

SCOPE:

OPINION:

REPORT TO:

SCSU Financial Aid Allocation Process Audit

115

June 4, 2013

2011/2012 Financial Aid Awarding Year

To ascertain that internal controls are in place to ensure
consistency, efficiency, and effectiveness of the financial aid process
from application through awarding.

We reviewed the overall financial aid awarded for the 2011/2012
academic year, against federal, state and University policies for
authorization, appropriateness and timeliness. We also reviewed
the corrective actions taken by SCSU pursuant to the U.S.
Department of Education’s findings as noted in their Program
Review Report dated May 4, 2012.

The internal and management control environment over the
Financial Aid Allocation Process is satisfactory with only minor
issues.

Dr. Mary A. Papazian, President, SCSU
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INTRODUCTION:

BACKGROUND:

During the 2011/2012 academic year, Southern Connecticut State University awarded
more than $94.4 million dollars in financial aid to 7,710 undergraduate and graduate
students. Of the $94.4 million, $45.3 million dollars (48%) was awarded in the form of
need-based financial aid and $49.1 million dollars (52%) was awarded in the form of
non-need based aid or scholarships or private loans.

Need-based financial aid is awarded based on the information provided by the student
on the Free Application for Federal Student Aid (FAFSA) and calculated according to a
formula specified in the federal law. The formula is called the Expected Family
Contribution (EFC) and is a measure of how much the student and his or her family can
be expected to contribute to the cost of the student’s education for the year. The EFC is
provided to the university by the U.S. Department of Education on an Institutional
Student Information Record (ISIR). The University is required to use the EFC in
computing the amount of federal aid.

Indicated below is the number of students and dollar amount of need-based aid in
comparison to the total financial aid paid to students during the 2011/2012 academic
year based on their EFC.

Estimated # of Students | Total Need-based Aid Total Financial Aid Paid
Family Awarded Paid (e.g., need-based, non-need
Contribution Financial based, scholarships)

(EFC) calculation Aid
0-9,999 5,233 $41,350,069 $66,053,896
10,000-19,999 1,370 $3,758,872 $15,779,528
20,000-29,999 597 $206,751 $7,063,207
30,000-39,999 289 $1,184 $3,105,339
40,000-50,000 115 $0 $1,276,930
>50,000 106 $0 $1,135,318
Total 7,710 $45,316,876 $94,414,218

Another component used to arrive at the actual amount of need-based aid is the
university’s Cost of Attendance (COA). The Office of Financial Aid and Scholarships
develops the COA based on direct and indirect costs associated with attendance at the

university for the academic year. These costs generally consist of tuition and fees, room
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and board, books, transportation and miscellaneous expenses. Annual COA budgets
can range from $9,024 for a part-time undergraduate to $45,684 for a graduate student
cumulatively for the fall, spring and summer semesters.

The types of need-based and non-need based financial aid at SCSU are described below.
Need-based financial aid at SCSU generally consists of following types:

o Federal Pell Grant - grant assistance to undergraduate students. The grant
maximum for the 2011-2012 award year was $5,550 for the academic year, according
to the U.S. Department of Education’s 2011-2012 Federal Pell Grant Payment and
Disbursement Schedules memorandum dated February 1, 2011.

e Federal Supplemental Educational Opportunity Grant (FSEOG) — grant assistance to
undergraduate students with exceptional financial need.

* Federal Work Study (FWS) — a program to provide part-time employment to
students with financial need. FWS funds are awarded as part of a student’s financial
aid package; however, they are not paid until the hours are worked.

* Federal Perkins Loan Program — a loan program for students with financial need.
The primary source of funding is the repayment of loans by former students who
borrowed under the program.

* Federal Direct Subsidized Stafford Loan Program — a loan program for students with
financial need. Traditionally, the federal government pays the interest on these
loans while the student is in school and during the grace period before repayment
begins.

* Connecticut Aid for Public College Students (CAPCS) — grant assistance provided
by the Office of Higher Education to undergraduate CT residents with financial
need.

e Connecticut State University Grant (CSUG) — grant assistance provided through the
tuition set-aside program authorized by Connecticut statute to undergraduate
students with financial need.

At SCSU, students are first allocated need-based grants at 60% of their gross need, with
maximum caps of $8,000 for residents and $11,000 for non-residents. Need-based loans
and/or work study are offered next, up to 40% and, finally, non-need-based loans are
offered for the remainder, up to the cost of attendance.

Non need-based financial aid at SCSU generally consists of the following types:

e Federal Direct Unsubsidized Stafford Loan Program — a loan program for students
in which the student is responsible for the interest as soon as it is taken out. These
loans have loan limits based on the student’s grade level and dependency status.
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e Federal Direct Parent Loan for Undergraduate Students (PLUS) Program — a loan
program for parents of undergraduate students. The maximum loan amount is the
cost of attendance minus any other aid the student receives.

In addition, there are various types of scholarships, private loans and in some cases,
tuition waivers, such as for veterans and members of the Connecticut National Guard.

Federal U.S. Department of Education Audit

Prior to the start of our internal audit, the U.S. Department of Education conducted an
audit of the administration of the Title IV financial aid programs at SCSU. The audit
specifically focused on the area of withdrawn students, an area that has recently
received heightened government awareness throughout the country. Based upon the
results of the audit, SCSU may be required to return Title IV funds to the federal
government in the amount of approximately $1 million dollars, in addition to fines and
fees. Therefore, at the recommendation of PricewaterhouseCoopers (PWC), LLP, SCSU
has established a reserve in the amount of $1.6 million dollars to return the funds.

The deficiencies were primarily due to the inability of the university to document
attendance for the period of enrollment for those students who received Title IV funds
and unofficially withdrew. These students are not eligible for financial aid and the Title
IV funds paid to the student for the enrollment period become an institutional liability.

Internal Audit reviewed the preliminary Program Review Audit Report and performed
follow-up on the issues of non-compliance for disposition and resolution of the stated
tindings. We noted that the OFAS, Provost, Registrar’s Office, Faculty Senate and the
Office of Information Technology have collaboratively taken action to establish and roll
out attendance policies during the Fall 2012 semester and revised the policies for Spring
2013, adjusting them where needed. Per the Director of the OFAS, these policies will
allow the OFAS to notify students of ineligibility in a timely manner and return Title IV
funds in accordance with federal regulations, if necessary. Additionally, the OFAS
indicated that they will continue to revise policies and procedures, as needed.

AUDIT APPROACH:

We met with management to determine the controls over the financial aid allocation
process. We also used data from the Banner Financial Aid System extracted by SCSU’s
Information Technology Department and imported into ACL, our internal audit
analytic software, to perform the following testing based upon departmental
procedures:

e Performed statistical analysis on 100% of the following financial aid award types:

SCSU Financial Aid Allocation Process Audit 13-01 Page 7 of 10



e Connecticut State University Grant (CSUG) awards (e.g., freshman,
undergraduate, graduate, transfer CSUG) to ensure the maximum amount
awarded per student did not exceed $8,550 per policy. Exceptions were
discussed with departmental management.

e Perkins Loan awards to ensure the maximum amount awarded per student did
not exceed $5,500 per policy.

e Pell awards to ensure the maximum amount awarded per student did not exceed
$5,550 per policy.

e Federal Supplemental Educational Opportunity Grant (SEOG) awards to ensure
the maximum amount awarded per student did not exceed $4,000 per policy.

e Connecticut Aid to Public Schools (CAPS) awards to ensure the maximum
amount awarded per student did not exceed $6,000 per policy.

Analyzed 100% of CAPS awards to provide reasonable assurance they were not

granted to out-of-state students.

Recomputed the formula for determining gross need as cost of attendance (COA)

minus expected family contribution (EFC) minus resource (e.g., insurance).

Compared these to the Banner gross need and as needed, researched and resolved

differences.

Analyzed 100% of financial aid offered for students with a gross need of zero to

provide reasonable assurance that need-based aid was not offered.

Analyzed 100% of need-based aid offered to provide reasonable assurance that the

sum of need-based aid did not exceed gross need.

Classified 100% of the cost of attendance categories noted in the Banner Financial

Aid System and performed follow-up on unusual cost of attendance amounts.

Verified that the COA schedule established by the University agreed to the COA’s

noted in the Banner System for the categories noted.

Selected 75 of the highest on-campus students offered need-based aid to ensure

room and board charges were posted to their accounts and followed-up on

exceptions.

Selected 10 students that did not meet financial aid Satisfactory Academic Progress

(SAP “N”) for the 2011/2012 academic year, verified that the reason for the SAP “N”

agreed to the satisfactory academic policies during this time and determined

whether the student was denied financial aid or awarded aid based on an approved
financial aid appeal on file.

Reviewed the pre-packaging, packaging, and awarding processes within the Banner

Financial Aid Module to determine if was in accordance with the Federal Student

Aid Handbook and the University’s packaging philosophy.
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DETAILED FINDINGS,
RECOMMENDATIONS and
MANAGEMENT RESPONSES:

COMMENT A: Documented procedures do not exist for monitoring Cost of
Attendance for reasonableness. Also, financial aid was awarded to
some students based upon a “living on campus” Cost of
Attendance when the students did not live on campus.

Cost of Attendance (COA), an estimate of the student’s educational expenses for the
period of enrollment, is the cornerstone for establishing a student’s financial need and,
accordingly, awarding financial aid. It consists of amounts defined by the OFAS for
tuition, books, and living expenses and varies according to the student’s enrollment
status (e.g., graduate/undergraduate, dependent/independent, resident/non-resident,
on campus/off campus, full time/part time, summer session). We noted the following
related to the COA:

e Documented procedures do not exist for monitoring amounts outside of defined
COA'’s. For the 2011/2012 academic year, the OFAS defined 128 possible COA
categories based upon established institutional procedures as of April, 2011 to
recognize various enrollment statuses. Our analysis of the actual COA categories in
the Banner Financial Aid Module showed there were a total of 654 different
categories for 8,631 students offered financial aid. Of these, only 113 matched to the
COA categories defined by the OFAS. The remaining 541 categories were created as
a result of manual intervention by various financial aid officers. Manual
intervention occurs when students, initially awarded financial aid based on a full-
time status, have subsequently changed their enrollment status. The 541 manually
adjusted COA categories represented 1,537 (18%) of the students who were offered
tinancial aid. Based upon Internal Audit’s analysis of the number of COA categories
and varied amounts, we determined that documented procedures do not exist for
monitoring amounts outside of defined COA’s. Without documented monitoring
procedures in place, COA amounts could be erroneously computed, resulting in
incorrect calculations of financial need and potential incorrect financial aid awards.
Additionally, the volume of manual COA adjustments creates process inefficiencies
and opportunities for error in calculating aid; and

e Three of 75 students selected for testing were awarded financial aid based upon a
“living on campus” Cost of Attendance in the Banner Financial Aid Module. Per
subsequent testing of housing charges posted to student accounts, we noted that
these students did not live on campus, potentially resulting in the students being
awarded financial aid that they were not entitled to receive.

SCSU Financial Aid Allocation Process Audit 13-01 Page 9 of 10



RECOMMENDATION:

We recommend that the OFAS:

e Document and implement a monitoring procedure to review COA amounts for
reasonableness, especially for those that have been manually adjusted.

e Review the current parameters for management exception reports that identify
students with “living on campus” housing arrangements to ensure they identify all
possible exceptions.

MANAGEMENT RESPONSE:
We agree with the recommendation.

During the 2011/2012 year, in order to accurately award financial aid, the OFAS made
manual adjustments to the COA due to enrollment status changes and reversals of
automatic feeds from the Bursar's Office for the GI Bill and sickness insurance waivers.
The resource screen in Banner (RPAARSC) has historically been used for the GI Bill,
sickness insurance waiver amounts, and other outside resources.

During the 2012/2013 year, the Director of the OFAS met with the Bursar to discuss
ways to exclude using the resource screen in order to reduce the amount of manual
adjustments made by the OFAS. The Bursar's Office was able to implement automated
procedures, for GI Bill-related items, to eliminate using the resource screen.
Additionally, the OFAS created an automated program to address the sickness
insurance waivers which also reduced the manual processing for the OFAS.

During the current 2013/2014 year, the Director of the OFAS implemented changes to
the COA categories, including reducing and simplifying the number and types of COA
categories. As a result of these changes, the total COA will be the same for the in state
commuter, on-campus and off-campus categories and the total COA will be the same
for out of state on-campus and off-campus categories. This process allows for periodic
reasonableness monitoring of COA amounts and eliminates the need for running
exception reports identifying "living on campus" housing arrangements.

The Director of the OFAS will continue to monitor the COA process and make changes,

where necessary, on an annual basis and include documented monitoring procedures
on file.
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