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Auditors of Public Accounts

December 15, 2000

AUDITORS REPORT
BOARD OF TRUSTEESFOR THE CONNECTICUT STATE UNIVERSITY
SOUTHERN CONNECTICUT STATE UNIVERSTY
FOR THE FISCAL YEARS ENDED JUNE 30, 1998 AND 1999

We have examined the financid records of Southern Connectick State  University
(University) for the fiscal years ended June 30, 1998 and 1999.

Financid datement presentation and auditing are being done on a Statewide Single Audit
bass to include dl State agencies. This audit has been limited to assessng the Universty’s
compliance with certain provisons of financid related laws, regulations, contracts and grants,
and evduating the Univerdity’s internd control structure policies and procedures established to
ensure such compliance.

This report on our examination condsts of the Comments, Condition of Records,
Recommendations and Certification that follow.

COMMENTS
FOREWORD:

Southern Connecticut State University, located in New Haven, Connecticut, is one of four
inditutions which collectively form the Connecticut State University (CSU), and is respongble
to the Boad of Trustees for the Connecticut State University, a congtituent unit of the State
system of higher educeation.

The Universty operates primarily under the provisons contained in Sections 10a-87 through
10a-101 of the General Statutes.

Mr. Michad J. Adanti served as University President during the audited period.
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Recent L egidation:
The following notable legidative changes took effect during the audited period:

Public Act 97-293 was effective on July 8, 1997, for the endowed chair postion and July 1,
1997, for the other provisons. Section 5, codified as Section 10a-99a of the Generd
Statutes, requires the Board of Trustees of the Connecticut State University (CSU) system
to establish a permanent Endowment Fund to encourage donations from the private sector.
The net earnings on the endowment principa are dedicated and made avalable to a State
universty or the Connectict State Universty Sysem as a whole, for endowed
professorships, scholarships and programmatic  enhancements. Section 1, codified as
Section 10a-8b of the Genera Statutes, creates a Higher Education State Matching Grant
Fund, adminisgered by the Depatment of Higher Education, to maich one haf of the
private funds raised for those endowment funds and Sections 2, 3, 5 and 7 establish annuad
maximum State grant commitments for each of the condituent units of higher education for
the fiscd years through fiscal year 2008-2009. Section 15, codified as Section 10a-20a of
the Generd Statutes, increases the maximum State maich for endowed chairs a CSU from
five hundred thousand to not more than seven hundred fifty thousand dollars, Sections 10
and 17, codified as Sections 10a-89d and 10a-99 Subsection (b), of the Genera Statutes,
regpectively, give CSU more authority over its cgpitd planning and congruction and
operating expenditures, Section 13, codified as Section 4b-52, Subsection (8)(2), of the
Gengrd Statutes, raises the maximum cost of congruction projects for which contracts can
be entered into without the Depatment of Public Works Commissioner’s approva from
fifty to one hundred thousand dollars or less, and Section 14, codified as Section 1-210,
Subsection (b)(17)(b), of the General Statutes, exempts educational records which are not
subject to disclosure under the Family Educationd Rights and Privacy Act from Freedom
of Information Act disclosure requirements.

Public Act 98-252, Section 61, codified as Section 10a-8% of the Genera Statutes,
requires the Comnecticut State University Board of Trustees to (1) consolidate purchasing
for dl universties in the sysem in its centrd office; (2) gpeed up the purchasng process
through policy adjusments and enabling technology; and (3) redesign and train purchasing
personnel to emphasize customer service, vendor management and system contracts,
effective July 1, 1998.

Public Act 98-255, Section 5, amended Public Act 97-293, Section 5, Subsection (&), which
was codified as Section 10a-99a of the General Statutes, as described above, and gave CSU
more flexibility in managing its endowment fund by diminging the requirement that it be
held in trust with abank and trust company. This section was effective July 1, 1998.
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Enrollment Statistics:

Enrollment datistics compiled by the Universty’s Inditutiond Research Department showed
the following enrollment of full-time and part-time students during the two audited years:

Fall 1997 Spring 1998 Fall 1998 Spring 1999

Full-time undergraduate 5,526 5,095 5,493 5,086
Full-time graduate 768 728 721 715
Totd full-time 6,294 5,823 6,214 5,801
Part-time undergraduate 2,041 1,867 1,952 1,990
Part-time graduate 3,060 2,915 3,098 3,077
Total part-time 5,101 4,782 5,050 5,067
Total Enrollment 11,395 10,605 11,264 10,868

Totd enrollment remained somewhat steady during the audited period, though there was a
typicd drop in enrollment, paticulaly among full-time undergraduates, when comparing fal to
oring semesters. According to the Director of Inditutional Research, the resson for this is
twofold. Firdt, the Admissons office focuses its attention on recruiting new sudents, particularly
freshman, for the fadl semeder, thereby increesng fdl enrollment. Also, freshmen are
higoricdly condgdered a transent population, as a dgnificant percentage of this group does not
return in the spring.

RESUME OF OPERATIONS:

During the 1997-1998 fiscd year, operations of the University were primarily supported by
an appropriation from the State's Generd Fund for persond services and by tuition and student
fees credited to the University’s Operating Fund.

During the 1998-1999 fiscd year, a Generd Fund agppropriation for persona services was not
made to the Universty directly. Rather, a Generd Fund gppropriation for the entire Connecticut
Stae Universty, primarily for persond services and fringe benefits, was made avalable to the
Sysem's centrd office, where dlocations of this amount were cdculated, and transfers of these
funds were made periodicaly to the campuses Operating Funds.

This report dso covers the operations of the Univerdty’'s two fiduciary funds, the Student
Activity Fund and the Ingtitutiond Generd Welfare Fund.

General Fund:

Generd Fund receipts totaled $4,684 and $12,009 for the fisca years ended June 30, 1998
and 1999, respectively. Recepts of the first year conssted primarily of refunds of expenditures
of budgeted accounts, while receipts of the second year were made up of sdes and use taxes
collected.

During the audited period, Genera Fund expenditures conssted amost entirdy of persond
services costs. Expenditures totaled $38,375,162 and $75,000 for the fiscd years ended June 30,
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1998 and 1999, respectively, compared to $36,150,819 for the fisca year ended June 30, 1997.
These totals represented an increase of $2,224,343 (6.2 percent) and a decrease of $38,300,162
(99.8 percent), respectively, during the audited years. The increase appears to have been mostly
the result of sdary increases attributed to collective bargaining agreements. The decrease, on the
other hand, was a result of a switch in the method in which the Universty received its Generd
Fund appropriations for the 1998-1999 fisca year. As noted above, during the 1998-1999 fisca
year the Univerdty did not directly receive a Generd Fund gppropriation for persond services
and ingtead received such funds indirectly through transfers from the CSU centrd office to the
Universty’'s Operating Fund. As a reault, during the 1998-1999 fiscd year, the Universty
charged dmogt dl of its persond services and related fringe benefit costs to the Operating Fund.

State Capital Projects:

Capital projects funds expenditures during the fisca years ended June 30, 1998 and 1999,
totaled $4,901,382 and $4,968,224, respectively, and included transfers from the Department of
Public Works that were charged to the Universty’s capital projects funds and credited to the
Inter-agency/Intracagency  Grants - Tax-Exempt Proceeds Fund. (This fund is discussed in
further detall in a subsequent section of this report titled “Grants - Tax-Exempt Proceeds
Fund.”)

Expenditures were made primarily for the improvement of buildings and grounds and aso
for the purchase of equipment. Most notable among these expenditures were the costs of
congructing a new physica plant building.

Operating Fund:

Receipts of the Operating Fund, as recorded by the State Comptroller, during the audited
period and the preceding fiscd year are shown below.

1996-1997 1997-1998 1998-1999

Miscellaneous educationd fees $45,794,220 $48,586,476 $49,699,148
Miscellaneous private donations 523,395 483,228 454,126
Refunds of expenditures 106,608 270,682 294,152
Federa aid-miscdlaneous 292,572 - 21,185
Tuition-out-of- State - 43,060 -
Sdle of property - 484 450
Other grants and transfers-restricted - - 52,330,661
Total receipts $46,716,795 $49,383,930 $102,799,722

As shown above, receipts of Operating Fund accounts totaled $49,383,930 and $102,799,722
for the fiscal years ended June 30, 1998 and 1999, respectively, compared with $46,716,795 for
the fiscal year ended June 30, 1997, a $56,082,927 increase over the audited years. The increase
can mostly be isolated to the receipts category of other grants and transfers-restricted, a category
largdy made up of Generd Fund agppropriation transfers from the CSU centrd office to the
Universty’'s Operating Fund. In the 1998-1999 fiscd year, the Universty’'s funding ad
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accounting methods for persond services and redated fringe benefits changed. It no longer
directly received a Generd Fund gppropriation for persond services. Instead, its centrd office
periodicdly trandferred General Fund monies for persond services and related fringe benefits
costs to the Univerdty’s Operating Fund, where such transactions were recognized as receipts
(included in the above category “other grants and transfers-restricted.”)

The decrease in the Federa aid-miscdlaneous category during the audited years compared to
the previous year was, according to a Universty officid, primarily the result of a coding change
that occurred in the 1996-1997 fiscd year. In the 1996-1997 fiscd year, the Universty began to
code Federal receipts to the Operating Fund category of miscellaneous educationd fees rather
than the Federd aid-miscellaneous classfication.

In addition, for the 1997-1998 fiscad year, the State Comptroller’s records show receipts
totaing $43,060 classfied as tuition-out-of-State. Universty officids informed us that during
the audited years it classfied out-of-date tuition received as miscellaneous educationd fees and
that the $43,060 classified as tuition-out- of- State was likely the result of arecording error.

The following summay shows annud tuition charges for full-time students set by the Board
of Trustees for the Connecticut State University during the audited period and the preceding
fiscd year.

1996-1997 1997-1998 1998-1999
Undergraduate:
InState $2,012 $2,062 $2,062
Out-of-State 6,510 6,674 6,674
Graduate:
InState 2,504 2,568 2,568
Out-of-State 6,980 7,156 7,156

Besdes full-time tuition, Operating Fund recaipts included student payments for continuing
education course programs and summer sesson courses. In addition, the Operating Fund was
used to account for income derived from auxiliary activities and business operations, such as
dormitories and dining facilities. Receipts generated from the Generd Fee were aso credited to
the Operating Fund. The Generd Fee, sat annualy by the Board of Trustees for the Connecticut
State University, was used in part to help support operationa cods of student-related activities
and to make payments for student accident insurance. Also, the State University fee, fixed by the
Boad of Trustees under authority granted in Section 10a-99 of the Generd Statutes, was
assessed on Al full-time dudents during the audited period and accounted for within the
Operating Fund. Revenues generated from this fee were used to repay debt from bonds issued to
fund condruction or acquistion costs associated with Universty buildings and fadilities
Furthermore, the Information Technology fee, used to support the cost of student computer
equipment and related expenses, was assessed on dl sudents and included in Operating Fund
receipts.
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The Generd Fee asessed on dl full-time students each semester was $347 during the
1997- 1998 fiscd year and increased to $380.50 during the 1998-1999 fisca year. On the other
hand, the State University fee each semester was $297 for in-State students and $730 for out-of-
State students during the 1997-1998 fisca year and increased to $307.50 for in-State students
and $756 for out-of-State Sudents during the 1998-1999 fiscd year. The Information
Technology fee remained unchanged during the audited years, amounting to $60 per semester for
each full-time student and $5 per credit hour for each part-time student.

Expenditures of the Operating Fund, as recorded by the State Comptroller, during the audited
period and the preceding fisca year are shown below.

1996-1997 1997-1998 1998-1999

Persond services $15,362,327 $14,397,599 $55,448,534
Contractual services 12,022,048 13,039,949 14,434,858
Commodities 1,715,861 2,141,119 2,752,724
Revenue refunds 3,622,568 3,894,857 5,003,020
Sundry charges 6,941,641 4,249,328 11,779,562
Land - - 39,224
Equipment 1,194,897 1,707,517 2,521,848
Buildings, improvements and other - (169,122) 15,854
Tota Expenditures $40.859,342 $39,261,247 $91,995,624

Operating Fund expenditures recorded by the State Comptroller totaed $39,261,247 and
$91,995,624 for the two audited years, respectively. (However, it appears that Operating Fund
expenditures, in generd, and sundry charges, in particular, were dightly misstated for reasons
explaned beow.) During the audited period, expenditures were made primarily for persond
sarvices and employee fringe bendfits, various Universty operating costs, refunds of revenue and
equipment. In addition, during the audited years, periodic transfers were made from the
Operating Fund to the State University Dormitory Debt Service Fund to meet principd and
interest payments on bonds issued for the condruction of State Univeraty auxiliary facilities.
Transfers from the Operating Fund to the State Universty Dormitory Debt Service Fund totaled
$3,815,438 and $3,916,857 for the 1997-1998 and 1998-1999 fiscal years, respectively. The
large increase in Operating fund expenditures, some $53 million, in the 1998-1999 fiscad year
compared to the previous fiscd year was mosly due to the previoudy mentioned changes in
funding and accounting methods for persond services and fringe benefits Such expenditures,
previoudy charged to the Generd Fund, were in the 1998-1999 fiscd year charged to the
Operating Fund.

Expenditures classfied as sundry charges fluctuated greetly over the audited period, totaing
$3,519,293 and $11,425,124 for the fiscal years 1997-1998 and 1998-1999, respectively,
compared to $6,192,683 for the 1996-1997 fiscd year. These changes were in part the result of
the Univerdty incorrectly reporting its Operating Fund checkbook bdance to the State
Comptroller at year-end during the audited period and previoudy. This in turn, led to year-end
adjusments of the State Comptroller's books resulting in an overstatement (some $1,200,000)
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and an undergtatement (some $4,000,000) of Operating Fund sundry charges during the
respective audited years. (For further detalls on this weskness, see the subheading titled
“Financid Data Reported to the State Comptroller” in the “Condition of Records’ section of this
report.) In addition, within the sundry charges category, during the 1998-1999 fisca year, there
was a large increase in Operating Fund fringe benefit codts, again, mostly due to changes in the
funding and accounting methods for fringe benefit costs mentioned above.

Interestingly, for the 1997-1998 fiscd year, we noted negative expenditures totaing
$169,122 in the category of buildings, improvements and other. We were told that this was a
result of University miscoding.

Grants- Tax-Exempt Proceeds Fund:

The Univerdsty accounted for certain grants, other than Federd, in the Inter-agency/Intra-
agency Grants - Tax-Exempt Proceeds Fund. This fund was used to record receipts and
disbursements related to grant trandfers financed by State of Connecticut tax-exempt bonds in
accordance with Sections 3-24a through 3-24h of the Generad Statutes.

Receipts of the fund totaled $2,494,000 and $701,377 during the fiscal years ended June 30,
1998 and 1999, respectively, and condsted primarily of transfers of funds from the Department
of Public Works. Expenditures totded $975,669 and $1,642,323 during the respective audited
years and were mostly made up of the costs of improvements to campus buildings and grounds.
The dgnificant increase in expenditures during the 1998-1999 fiscd year as compared to the
1997-1998 fiscd year was to a large degree made up of the costs of ingtaling ar conditioning in
two campus buildings.

Fiduciary Funds.
Student Activity Fund:

The Student Activity Fund, as edtablished under Sections 4-52 through 4-55 of the Genera
Statutes, is used for the benefit of the students and contains accounts whose funds are largely
under the control of the Universty’s Student Affairs Committee. During the audited period, the
committee congsted of saven students and six faculty members.

Receipts, as presented in financia statements prepared by the University, totaed $1,005,907
and $1,111,577 in the respective audited years and primarily condsted of the Student Activity
fees assessed on students as well as funds generated by various student fund raising activities. n
the 1998-1999 fiscal year, receipts increased by $105,670 (10.5 percent), compared to the
previous year. This was in part due to an increase in the Student Activity Fee assessed during the
audited period. The fee for undergraduate and graduate students was $49 and $25, respectively,
each semester in the 1997-1998 fiscd year and increased to $53 and $27 each semester in the
1998-1999 fiscal year, an increase of roughly eight percent.

Expenditures, according to financid statements prepared by the University, totaed $1,057,412
and $1,101,099 in the respective audited years, and were mostly made to cover the costs of
student organizations and related activities.
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Ingtitutional General Wdfare Fund:

The Inditutional Generd Wedfare Fund operated under the provisons of Sections 4-56
through 4-58 of the Generd Statutes. The fund was established to record the financia activities
of any gifts donations or bequests, including scholarships made to benefit students of the
Universty.

Receipts, as shown on financid statements prepared by the Universty, totaed $69,425 and
$94,023 in the 1997-1998 and 1998-1999 fiscd years, respectively. During the audited years,
magor sources of receipts included vending machine commissions received and credited to a
scholarship account as well as other scholarship monies received.

Financid doatements prepared by the University reported expenditures which totaed
$25484 and $6,940 during the respective audited years. Disbursements were mostly made up
of scholarships granted.

Southern Connecticut State University Foundation, Inc.:

Southern  Connecticut State University Foundation, Inc. (the Foundation) is a private
corporation established to secure contributions from private sources for the purposes of
support, promotion and improvement of the educationd activities of Southern Connecticut
Sate Universty.

Sections 4-37e through 4-37) of the Genera Statutes st requirements for organizations
such as the Foundation. The requirements include and deal with the annud fling of an updated
lig of board members with the State agency for which the foundaion was st up, financid
record keeping and reporting in accordance with generdly accepted accounting principles,
financid dtatement and audit report criteria, written agreements concerning use of facilities and
resources, compensation of State officers or employees and the State agency's respongbilities
with respect to foundations.

Audits of the books and accounts of the Foundation were performed by an independent
certified public accounting firm for the years ended June 30, 1998 and 1999, in accordance
with Section 4-37f, subsection (8), of the Generd Statutes. We were provided with two audit
reports on Foundation operations, one for each of the audited years. Both reports showed no
material inadeguacies in Foundation records and indicated compliance, in al materid respects,
with Sections 4-37e through 4-37i of the Generd Statutes. However, both reports expressed
qudified opinions on the Foundation's financid datements. This matter is detalled in the
following section of thisreport titled “Condition of Records.”
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CONDITION OF RECORDS

Our review of the financid records of Southern Connecticut State University reveded certain
aress requiring atention, as discussed in this section of the report.

Attendance and L eave Records:

Criteria;

Condition:

Sound interna  control over payroll payments requires accurate
attendance and leave records on which such payments are based to
ensure that payments are made for work actually performed or leave
time eaned. In addition, the Generd Statutes, personnd policies
edablished by the Board of Trustees for the Connecticut State
Universty, and provisons of collective bargaining unit contracts al
St requirements for leave time and/or compensatory time earned.

We noted that the following conditions occurred during the audited
period and subsequently. In a letter dated May 22, 2000, we reported
these wesknesses to the Governor and other State Officids in
accordance with Section 2-90 of the General Statutes.

1. We tested attendance and leave records for 13 employees and
found exceptions in dl 13 of these records. Exceptions noted
mogtly included ingtances of both vecetion leave and sck leave
used, according to biweekly time sheets, which were not recorded
correctly, if at al, in permanent atendance and leave records. For
12 of the cases tested, we found that a tota of 364 hours of
vacation leave used and 911 hours of sck leave used according to
employee time sheets were not recorded in permanent attendance
and leave records for the time period when they were used, if at
al. But we dso noted other types of exceptions, such as monthly
leave time accruds earned by an employee not being recorded in
permanent attendance and leave records and various other
unexplained leave bdance differences. It should be noted that in
some of the cases tested, there is a possibility that corrections to
permanent atendance and leave records may have occurred and
been reflected in such records for a later time period, but
documentation for any corrections that may have occurred was
not noted by us nor was it presented to us by the Universty’s
Personnd Department—if it exisged at al. But even if corrections
were made, corrections made months later could have 4ill led to
incorrect payroll payments. To ensure correct payroll payments—
payments which reflect time actudly worked or leave time
earned—timey and accurate recording of leave time used, earned
and resulting balances must occur.
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2.

Permanent attendance and leave records for two employees who
appeared to have been out sck for an extended time during the
audited period did not reflect use of leave time, dthough the
employees received full pay during the period in question. In the
first case, for the period June 19, 1998, through August 13, 1998,
the Universty’s Personne Department could not provide us with
any related time sheets, and the employee's attendance and leave
activity was not reflected a dl in permanent attendance and leave
records. Furthermore, we obtained evidence from the employee's
supervisor that suggested that the employee was out sick (206
work hours per our estimate) for the period in question. The
employee was pad full pay for this dmost two-month period. In
the second case, for another employee in question, for the period
October 10, 1997 through December 4, 1997, the Personne
Depatment provided us with incomplete time sheets that didn't
show time worked or leave time used and were not signed by the
employee. We reviewed a doctor's note that suggested the
employee was out sick (252 work hours per our estimate) for that
period. However, for the same time period, the employee's
permanent attendance and leave records did not show any leave
time used, and payroll records show she was paid full pay.

. Also, we reviewed the controls over compensatory time in five

depatments and found there was no uniform system of internd
controls followed among departments for the recording, reporting
and posing of compensatory time. Furthermore, we tested
compensatory time records for seven members of the State
Univergty Organizetion of Adminidraive Faculty (SUOAF)
AFSCME baganing unit and found that the Universty's
Personnd  Department improperly recorded such time. Artice
16.2 of the SUOAF-AFSCME collective barganing agreement
provides that compensatory time shdl be earned as follows In
fisca year 1997-1998, after working 45 hours in a week; and in
fisca year 1998-1999, after working 44 hours in a week. These
seven employees recorded potentid compensatory time earned on
the Compensatory/Holiday Time Report (a form used to report to
the Personne Department monthly earned and used compensatory
time) totding 110 hours over 26 days during the audited period.
The Personnd Department, in turn, recorded al of these hours as
earned in the Universty’s automated attendance and leave system.
Our audit reveded that only 12 of these hours should have been
recorded as earned in accordance with Article 16.2, because only
these hours exceeded the weekly thresholds for hours worked
established by the union contract. The Personnd Department told
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Effect:

Cause:

Recommendation:

us controls were not in place to properlly determine earned
compensatory time.

Article 162 dso dates that, “Annudly, on August 15, any
outstanding compensatory time baances shdl be reduced to zero
for each member except that compensatory time earned between
June 1 and August 15 may be used until the following January
15" We tested the compensatory time records for one employee
and found that the compensatory time balance was not properly
reduced on August 15, reting in the employee using
compensatory time that should not have been avalable for use
The Personnd Department told us that during the audited period it
did not follow the requirements of Article 16.2 when it comes to
reducing employee compensatory time bdances to zero on
specified dates depending on when it was earned.

We dso found that the Personnd Depatment did not post
compensatory time to the automated dtendance sysem in a timely
manner. As of January 11, 2000, compensatory time activity had
not been entered into the automated system since June 1999.

Risk was increased that employees used sick leave and vacation
leave time that should not have been made available to them—or
that they may have been unable to use such time that should have
been made available to them.

Employees used compensatory time that should not have been
made available them.

Assurance was lessened that employees were being pad for time
actualy worked.

The Universty did not fully comply with providons of the
SUOAF-AFSCME  bargaining unit contract deding  with
compensatory time.

The Personnd Department told us that there were technicad problems
with the Univerdty’s automated attendance and leave record system
and that the system was incgpable of the record keeping required to
comply with Articde 162 of the SUOAF-AFSCME bargaining
agreement. This, together with a shortage of daff in the Personnd
Department, contributed to the exceptions noted, according to
Univergty officids.

The Universty should condder a complete review of its permanent
employee attendance and leave records, including compensatory time
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Agency Response:

records, correcting exceptions noted, documenting corrections made
and taking the steps needed to keep such records accurate and in
accordance  with  gpplicable collective  bargaining  agreements,
personne policies and statutes. (See Recommendation 1.)

“The Univerdty agrees with the recommendation. The Personnd
Office will perform a complete review of al employee leave baances
from January 1997 to present. This review will be completed by
September 30, 2000. All leave balances that are corrected as a result
of this review will have reconciliaions with documentation for audit.
The Pesonnd Office has developed an dectronic atendance
Soreadsheet that maintains al employees leave and compensated
baances. The spreadsheet will also maintain baances in accordance
with Article 16.2 of the SUOAF-AFSCME bargaining agreement and
any other collective bargaining agreement requirements.”

Vacation Leave Accrued for Employees on L eave Without Pay:

Background:

Criteria;

Condition:

In our last audit report on the Univerdty, covering the fiscd years
1995-1996 and 1996-1997, we noted that the Universty incorrectly
credited monthly vecation leave accruds to a Maintenance and
Sarvice bargaining unit employee who was on leave without pay for
more than three days in a cdendar month. During our current audit,
we atempted to test whether this practice perssted. However, as
noted above, we found that the Universty’'s permanent employee
attendance and leave records for the current audited period were so
poor that we could not rely on them. Therefore, we could not
determine whether or not the Universty continued to incorrectly
credit monthly vacation leave accruds to certain employees on leave
without pay. Until we can rdy on the Univerdty’s permanent
employee attendance records to the extent that we can determine
whether or not our prior audit recommendation in this area was
implemented, we are repegting this audit finding as follows.

Regulation 5248-3 of the State Personnel Act and Regulations of the
Personnel Policy Board requires, among other things, that during a
period of leave without pay in excess of three days, an employee shdl
not be credited with accrued vacation leave time. Since the
Maintenance and Service (NP-2) bargaining unit contract is slent on
this issue, employees affilited with this barganing unit fal under
this regulaion.

For the previous audited period, covering the 1995-1996 and 1996-
1997 fiscd years, it was the Universty’s policy to credit monthly
vacation leave accruds to employees on leave without pay for up to
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Effect:

Cause:

five days in a cdendar month. This policy was conagent with certan
bargaining unit contracts. However, for members of the Maintenance
and Service bargaining unit, the Universty should not have credited
monthly vacaion leave accruals to employees on leave without pay in
excess of three days per month, according to regulation 5248-3 of the
Sate Personnel Act and Regulations of the Personnel Policy Board.
The University’s policy was not in compliance with this regulation.

Our testing for the 19951996 and 1996-1997 fisca years reveded
indances during the then audited period in which an employee in the
Maintenance and Service bargaining unit was on leave without pay
for more than three days in a caendar month. Nevertheless, according
to a Universty audit of the employee's atendance and leave records,
the employee was credited with vacation leave for these periods. This,
in part, resulted in the employee being overpaid a net amount of $939,
representing 90.75 hours in pay, according to the Universty’s
Personnel Department.

In June 1998, the employee overpaid signed an agreement to repay
the Universty through payroll deductions. We learned tha the
employee retired effective September 1, 1999, and that her last
regular paycheck was issued in July 1999. As of June 26, 2000,
according to the Universty’s payroll records, only $520 was
recovered, leaving a badance owed the Universty totding $419.
When we inquired about this matter on June 26, 2000, we were told
tha dnce the date of the employee's lagt paycheck, issued in July
1999, no further attempts were made to recover the amount the
employee dill owed the Universty.

During the 1995-1996 and 1996-1997 fiscal years, regulaion 5248-3
of the State Personnel Act and Regulations of the Personnel Policy
Board was not fully complied with, resulting in pat in an employee
being overpad $939 in net payroll payments and exposng the
University to therisk of additiona smilar overpayments.

What's more, by not acting with due diligence in atempting to collect
payroll overpayments made, the Univerdty’s actions increased the
likelihood that such amounts will become uncollectible.

In our lagt audit, the Universty’s Personne Department informed us
it was not aware of the above regulation with respect to vacation
leave accrud. Since then, the Univerdty has informed us that it
acknowledges this regulation and will work to carry it out.

It is apparent that inadequate procedures were in place to recover
payroll overpayments made to employees who subsequently
terminated employment.
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Recommendation:

Agency Response:

The Universty should review its employee atendance and leave
records to ensure that correct vacation leave accruas were applied to
employees on leave without pay, in accordance with gpplicable
employee bargaining unit contracts and Regulaion 5-248-3 of the
State Personnel Act and Regulations of the Personnel Policy Board.
Also, the Univerdty should diligently attempt to fully recover any
resulting payroll overpayments found. (see Recommendation 2.)

“The Universty agrees with this recommendation. As pat of the
corrective action that will be forthcoming from a complete review of
the Universty’s time and attendance records (See agency response
under recommendation one), a procedure will be developed by the
Personnd  Office that will ensure that the correct sck leave and
vacation leave accruds will be recorded for employees on leave
without pay. Additiondly, leave baances will be adjusted for any
employees that were credited sck or vacation [leave] while they were
on sck leave [without pay]. The Personne Office has initiated the
seps for repayment from [the above] retired employee of the $419
due the University.”

Paymentsfor Accrued Leave Time Balances:

Criteria;

Condition:

The Genera Statutes, personnd policies established by the Board of
Trustees for the Connecticut State Universty, and provisons of
collective bargaining unit contracts al set requirements for payments
to employees for unused vacation leave and unused sick leave. More
secificdly, Article 24.2.2 of the SUOAF-AFSCME contract calls for
the upfront annual crediting of a member’s full work year's sck leave
days and the deduction of such unearned days for members who
terminated prior to the end of the contract year.

We tested ten payments the Universty made to employees during
the audited period for accrued leave time a termination or retirement
and found that there appeared to have been exceptions in al ten
cases tested. Given the wesknesses noted above in the University’s
attendance and leave record system, without a complete review of
attendance and leave records in quedtion, it is difficult to say with
certainty whether or not any of these payments, or the attendance
records on which they were based, were accurate)) It appears that
three employees were overpad for accrued vacation leave at
terminaion in the amounts of $319, $788 and $1,195, respectively,
while two were underpaid in the amounts of $1,124 and $1,494,

respectively.
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Effect:

Cause:

Recommendation:

Agency Response:

In addition, it gppeared that five employees were overpad for
accrued Sck leave baances a retirement in the amounts of $232,
$2,924, $1,078, $870 and $1,084, respectively. Three of these five
cases included payments of accrued sick leave made to members of
the SUOAF-AFSCME bargaining unit. Artice 2422 of the
SUOAF-AFSCME contract cdls for the upfront annuad crediting of a
member’s full work year's sick leave days and the deduction of such
unearned days for members who terminated prior to the end of the
contract year. In these three cases, the Personnel Department did not
fully comply with Aride 2422 of the SUOAF-AFSCME
bargaining unit contract. That is, it did not deduct unearned sick
leave days from terminated employee sck leave baances resulting
in overpayments for Sck leave baances at retirement to each of the
three SUOAF-AFSCME members tested. The University’s Director
of Personnd agreed with this concluson and sad that an attempt
will be made to recover the overpayments mede to these employees.

Pursuant to Section 2-90 of the Genera Statutes, we reported these
and other conditions to the Governor and other State officids in a

|etter dated May 22, 2000.

The Universty paid employees incorrect amounts for unused
vacation leave and Sick leave.

Also, in paticular, the Univeraty did not fully comply with Artice
2422 of the SUOAF-AFSCME barganing unit contract with
repect to the deduction of unearned sick leave from the sick leave
baances of terminated employees, resulting in overpayments for
unused sick leave to the union members we tested.

The condition aove was largdy the result of inaccurate permanent
attendance and leave records as maintained by the Personnd
Department. Personnd Department  officids said this was due to a
shortage of daff and an inadequate automated attendance and leave
Sysem.

The Universty should take dsteps to ensure the correctness of
payments made to employees for unused vacation leave and unused
sck leave and should consder a complete review of the correctness
of such payments made during the audited period and subsequently,
especidly focuang on payments to SUOAF-AFSCME bargaining
unit members for unused sck leave a retirement or death. (See
Recommendation 3.)

“The Universty agrees with the recommendatiion. As noted in
recommendation one there will be a complete review of dl time and
attendance records. All retired and terminated employees separation
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Records Retention:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

payments will be reviewed and verified with corrected vacation and
sck leave baances. If a former employee was over or underpaid the
Personnd  Office will initiste seps for repayment or payments, as
appropriate.”

Adequate interna accounting control and requirements st by the
State Library Public Records Adminigtrator provide that State agency
records should be retained at least until audited. Specificadly, the State
Library’'s Public Records Administrator's records retention schedule
requires that a running baance record of sck leave and vacaion
leave be retained for the duration of an employee's employment plus
30 years.

The Universty’'s Personnd Depatment maintains monthly reports of
employees permanent atendance and leave records. We requested
such reports for each of the 24 months in our audited period. The
University could not locate and provide us with these reports for the
months of June 1998 and June 1999.

Payroll payments made to employees are cdled into question when
the attendance and leave records on which they are based are not
retained. Also, the Universty did not fully comply with the records
retention requirements set by the State Library’s Public Records
Adminigretor.

The Universty’'s Personnd Department did not establish and follow
adequate procedures for the retention of employee attendance and
leave records.

The Univerdty should ensure that its employee permanent attendance
and leave records are retained in accordance with the records
retention requirements set by the State Library’s Public Records
Adminigtrator. (See Recommendation 4.)

“The Univerdty agrees with this recommendation. All employee
attendance and leave records will be retained by the Personne Office
in accordance with the State Library’s Public  Records
Adminigtrator.”
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Employee Compensation:

Criteria;

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

Job specifications for pogtions filled by employees should
accurately describe their duties. Compensation should be paid for
work actudly performed while carying out the respongbilities of
those positions.

In connection with a complaint filed under Section 4-61dd of the
Gengrd Statues, (the Whistle Blower Act), we reviewed the
compensation paid to an employee of Southern Connecticut State
Univerdty. Documentation provided to us indicaed that the
employee was awarded resssgned time and dlowed to fill multiple
concurrent pogitions in an effort to provide compensation a a leve
adminigrators fdt was equitable for the adminigrative/consulting
work the employee actudly performed.

We noted multiple ingtances where hours claimed as worked under
one pogtion conflicted with hours clamed as worked under another
or with hours billed by the employee for consulting services
provided to the Connecticut State Universty System Office. In a
memorandum, the employee characterized the vaious forms of
compensation as a “retaine” for his management consulting work
for the agency, indicating tha hours clamed were pat of this
“retainer” and did not necessarily represent hours actudly worked at
the times shown.

The time and attendance reports that payments were based on did not
aways reflect actud time worked.

Adminigrators gpparently fet that it would be expedient to
compensate the employee in this manner, rather than edtablish a
position tailored for the employee’ s actud duties.

The Universty should adopt a policy mandating that employees be
pad on the bass of work actudly peformed in the pogtions in
which they are employed. (See Recommendation 5.)

“Management agrees that a Stuation occurred regarding an SCSU
employee who was compensated for ‘specid services. This
condition resulted in multiple dams for compensdion during a
specific work period. This was an outcome of different Universty
offices and outsde agencies hiring the employee & smilar times and
in a vaiety of differing capacities. It has, however, aways been
SCSU'’'s Personnel practice that employees be paid on the basis of
work actudly performed in the postion in which they are employed.
Management has since taken seps to rectify the circumstances that
caused this dtuation. This involved counsding appropriate campus

17



Auditors of Public Accounts

adminigrators in Personnd processes to avoid the likdihood of
Smilar improper personnd actions.”

Student Activity Fund Internal Controls:

Criteria;

Condition:

The Universty has a fiduciary responshility to ensure tha sound
internal  controls ae in place over Sudent Activity Fund
expenditures. In addition, Section 1V, C, 1 of the State Comptroller's
Accounting Procedures Manual for Activity and Wefare Funds
provides that persona service agreements over $3,000 require
Attorney Generd gpprova. Also, Connecticut State University Board
of Trustees resolutions 96-46, 97-69, and 99-27 dl successvey
limited authorized contract sgners for contracts above certain dollar
amounts to specific CSU job titles.

1) We reviewed 11 contracts set up for entertainment events funded
by the Student Activity Fund and found exceptions with respect to
contract gpprovals obtained in al 11 cases. Exceptions noted
included the following.

Eight of these contracts required Office of the Attorney Generd
approva. None were submitted to the Office of the Attorney
Generd for approvd, according to a Universty officid.

Eight contracts were sgned by Universty officas who were not
authorized to do so, according to CSU Board of Trustees
resolutions.

Two contracts were neither signed by the contractor nor by a
Universty officd.

One contract was not signed by the contractor.

One contract was not signed by a University officid.

2) Student Activity Fund contracts for entertainment performances
tested were not always clear on which party, the Universty or the
contractor, bore the cost of State income taxes due. Furthermore,
we were told, and saw documentation that showed, that regardless
of the contract language, the Universty did not congsently apply
the same method for withholding and paying State income taxes
due. Mogt times, the Universty withhed the taxes due from the
contract amount, paid the taxes and pad the entertainer the
difference, with the entertainer bearing the cost of the taxes. At
other times, the University based the tax on an amount that would
net the entertainer the contract amount, paid the tax and pad the
entertainer the contract amount, with the Student Activity Fund
bearing the cost of the taxes.
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Effect:

Cause:

Recommendation:

Agency Response:

3) In 10 of 15 cases tested, the University issued vendor checks,
totding $132,813 charged to the Student Activity Fund, without
obtaining documentation evidencing that services were performed
or goods were received. In nine of these cases, primaily in
connection  with  entertainment events under contract, the
University issued checks, totding $130,604, in advance of
corresponding performances;, however, there were no controls in
place to monitor and document if such peformances actudly
occurred.

Controls over Student Activity Fund expenditures were weakened.
Also, the Universty did not fully comply with contract gpprova
requirements of the State Comptroller’s Accounting Procedures
Manual for Activity and Welfare Funds and CSU Board of Trustees
resolutions.

Controls in place were not adequate to prevent the above conditions.

The Universty should improve internd controls over Student
Activity Fund expenditures, particularly in the aea of contractud
expenditures. (See Recommendation 6.)

“The Univerdty agrees with this recommendation. The Vice
Presdent for Universty and Student Affairs will ensure that Student
Affars doaf who assst sudent cubs and organizations with
activities ae propealy indructed in the State Comptroller’s
Accounting Procedures Manual for Activity and Wefare Funds and
the CSU Boad of Trustees resolutions. All activity fund contracts
will be prepared and processed in accordance with State and
University procedures.

On April 3, 2000, the Accounts Payable Supervisor leceived a letter
reeemphasizing the necessay internd controls for  contractud
expenditures. Additiondly, the Vice Presdent for Finance and
Adminigration will periodically review internad controls procedures
with the A/P Supervisor to ensure that the necessary expenditure
controls are being adhered to.”

Library Periodicals Accounts Payable:

Criteria;

Condition:

Sound internd controls require the monitoring of amounts owed
vendors and the comparison of corresponding amounts hilled to
ensure that amounts billed are correct.

The Universty purchased library periodicds from a vendor who
gpplied prompt payment discounts to the University’s account. In
addition, the vendor applied charges to the Universty’s account to
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Effect:

Cause:

Recommendation:

Agency Response:

cover price increases not reflected in the origind invoice. As noted
in our lag audit, though we saw evidence tha the Universty did
make prompt payments and that related discounts were being applied
to the Univerdty’s account, we were told that the University did not
monitor whether or not discounts were received. In generd, we were
told that the Universty did not keep records showing a running
badance of the amount it owed the vendor, teking into account
prompt payment credits earned and price increases gpplied. Rather, it
relied on the vendor’ s records to determine the amount owed.

During our last audit, we learned that as of July 27, 1998, a credit
baance totding $15,650 was due the University. During our current
audit, on January 28, 2000, the periodica vendor told us that this
credit baance was applied to the University’s account. However,
neither the periodicd vendor nor the Universty could provide us
with clear evidence that this occurred.

Certainty was lessened that prompt payment discounts earned were
received and, in genera, whether amounts billed were actualy owed.

A libray gaff member told us tha due to a shortage of daff
adequate monitoring of the periodica account could not take place.

The Universty should improve controls over library periodica
accounts payable by adequately monitoring amounts due to its
periodical vendor. (See Recommendation 7.)

“The Univerdty agrees with the recommendation. The Libray has
set up a spreadshect to track al encumbrances, payments and credits
for library periodicds. Following the issue of any credits for prompt
payment or for subscription cancdlations, dl invoices recaived will
be deducted from the credit baance until it is diminated. Credit
memos will be sent to the Accounts Payable office for recording in
the Banner sysem. The Library Director will assume respongbility
for insuring that these procedures are followed and for reconciling
library records with Accounts Payables records on a monthly basis.”

Employee Reimbur sements:

Criteria;

Sound internal controls require that employees only be reimbursed
for job-related expenses after adequate support documentation is
submitted to and reviewed by the depatment charged with the
disbursement function.
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Condition:

Effect:

Cause:

Recommendation:

Agency Response:

For the audited years, we reviewed the propriety of a sample of
rembursements the Universty made to 15 employees. We found
that 24 reimbursements made to three employees, dl from the
Communications Department, lacked adequate support
documentation to determine whether or not the expenses were
connected to Universty business. Receipts, without any explanation
as to ther reation to Univerdty business, were submitted to the
Universty’s Accounts Payable Depatment, and the employees who
submitted them were rembursed. In some cases, supporting
documentation conssted of only a copy of an employee's credit card
satement with a dollar amount circled.

The Universty made some expenditures which raised doubts as to
their connection to University business.

Controls in place did not work effectivedly to prevent the
rembursement of employees who did not submit  sufficient
supporting documentation to the Accounts Payable Department.

The Universty should take steps to ensure that employees are only
reimbursed for expenses after submisson of adequate support
documentation and after it is determined that such expenses were
linked to University business. (See Recommendation 8.)

“The Universty agrees with this finding. The following steps were
taken in January 2000.

1. Written procedures were established and communicated to dl
financid managers. These procedures gave a sep-by-step
explanation of what forms (CO-17XP) and approvas should be
followed for any rembursement for out-of-pocket purchases of
less than $100. The procedures aso provide a ligt of what items
cannot be reimbursed using this method.

2. Universty busness [office] daff reviewed the reimbursements
brought into question by the auditor and confirmed whether or
not they were for Universty busness. The Vice Presdent for
Academic Affairs issued a letter to the Dean of Communications,
Information and Library Science and an employee in the
Communications Depatment [saying] that reimbursements for
expenses that were not for Universty business should not [be]
paid for with Universty funds.

3. The procedures and forms were incorporated into the
Universty’s  ‘Finance and Adminidraiion Busness Services
Resource Manud.” ”
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Personal Service Agreements:

Criteria:

Condition:

Effect:

Cause:

Recommendation:

Agency Response:

L ate Bank Deposits:

Criteria;

Condition:

Sound interna  control procedures require persond  service
agreements to be sgned by appropriate University officids prior to
the contract term.

We tested 25 persona service agreement contracts during the audited
period and found tha 11 were approved by University officids either
after corresponding services had begun or after services had been
completed. In five of the 25 cases tested, we were unable to determine
the timdiness of contract gpprovad, because the Universty officid
who signed the contract did not date it.

Internal controls over personal service agreements were weakened.
Specificaly, assurance was lessened that the terms of persond service
agreements met the goprova of the Universty adminidration prior to
the performance of such contracts.

Evidently, controls in place were not effective a obtaning timey
personal service agreement gpprovals.

The Universty should improve controls over persond service
agreements by taking deps to ensure that appropriate officids
document approva of these contracts in a timdy manner. (See
Recommendation 9.)

“The Universty agrees with the recommendation. The Office of
Finance and Adminigration published and didributed a Busness
Services Resource Manua to al Univerdty departments in September
1999. Within this manud there is a section that contains a persond
sarvices agreement (PSA) user’s guide. The Office of Finance and
Adminidration provides ongoing support in assisting departments and
contract sgners with the contract processing, including the timeliness
of contract submittal.”

Section 4-32 of the Generd Statutes provides that each State
inditution recelving revenue for the State shdl, where such sums
exceed $500, deposit the amounts in bank accounts approved by the
State Treasurer, within 24 hours of their receipt.

We tested the timeiness of the bank depost of checks origindly
recéved by the Universty a locatiions other than its centrd
cashiering office. Our test included nine quarterly roydty payments
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Effect:

Cause:

Recommendation:

Agency Response:

issued primarily during the audited years. The checks ranging from
$570 to $1,546, were sent to the University’s Office of Student and
Universty Affars from a vendor under contract to license University
dedgns, trademarks and symbols used in various marketing
activities.

We found none of the nine checks issued were deposted into an
authorized bank account within the 24-hour time frame required by
the Generd Statutes. The Universty did not maintain records of
when these monies were origindly received. However, by
comparing check dates to records of bank depost dates, it appears
that eight of these checks totaing $8,089 were deposited between
four and 163 days late.

Three of these checks, in the amounts of $690, $1,467, and $583,
respectively, were only discovered in the Office of Student and
Univerdty Affars files after our inquiry as to their digpogtion, and
al were subsequently deposited |ate.

Furthermore, we obtained evidence that one quarterly roydty check
in the amount of $1,243 was pad to the Universty but hadn't
cleared the payer’s bank. The Universty consgdered this check
unaccounted for and informed us that the vendor would be contacted,
requesting a reissue of the missing check.

As required under Section 290 of the General Statutes, we reported
these conditions to the Governor and other State officids in a letter
dated February 14, 2000.

The Univerdty violated provisons of Section 4-32 of the Generd
Statutes, exposing cash receipts to increased risk of loss or theft.

We were told that personnd in the Office of Student and University
Affars during the period reviewed did not carefully screen the mall
for checks received and inadvertently misfiled some of these checks.

The Univergty should comply with Section 4-32 of the Generd
Statutes by ensuring that al receipts received, especidly a locations
other than the centrd cashiering office, are accounted for and
deposited promptly. (See Recommendation 10.)

“The Univergty agress with this recommendation. All companies
that were previoudy submitting payments to the Office of Student
and Universty Affars have been notified to send payments to the
Office of HFnance and Adminigration. With payments coming
directly to Finance and Adminigration the Universty can better
ensure compliance with Section 4-32 of the General Statutes.”
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Deferment of Tuition and Fees:

Background:

Criteria;

Condition:

During the audited period, on a case-by-case bass, the University
granted cetan dudents deferments of tuition and fees. This
generdly meant that the Universty required a sudent who was
granted a deferment to Sgn a promissory note agreeing to make
scheduled payments to the Universty until the amount of tuition and
fees deferred was paid in full.

Sound internad controls require the judicious granting of tuition and
fee deferments and the setting up and retention of related promissory
notesfor dl deferments granted.

We tested tuition and fee deferments granted to 11 students during
the audited period and found the following wesknesses.

1) In four cases, the Univerdty was unable to locate related
promissory notes for our review.

2) In one case, a deferment of tuition and fees was granted to a
dudent-athlete but no promissory note was set-up. We were told
that it was a dandard Universty procedure not to set up
promissory notes for dudent-athletes who were granted
deferments.

3) In one case, a dudent, who was dso a former Universty
employee, was consecutively granted three deferments of tuition
and fees for the Fall 1997, Spring 1998 and Fall 1998 semedters.
In each of these cases, though a promissory note was prepared by
a Univardty officid, the sudent granted the deferment did not
sgn the promissory note. Instead, we were told, the student,
having been a former employee, was dlowed, over the
telephone, to ordly agree to the terms of the note. Furthermore,
the student was granted the second and third deferments even
though records showed that the student made no payments on the
first two deferments.

4) In five cases tested (including the case mentioned in 3 above),
Sudents were granted deferments even though records showed
that the students had outstanding badances owed the Universty
ranging from at least $562 to $3,612.

As an indication of the riskiness of the deferments that the University
granted, it is noteworthy that of the 11 cases we reviewed, as of
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Effect:

Cause:

Recommendation:

Agency Response:

April 12, 2000, 10 were referred to a collection agency, while the
eleventh was in the process of being referred.

According to a Universty officid, after our audited years, effective
with the Fal 1999 semedter, the Universty discontinued the practice
of granting such deferments.

Controls over deferments were weakened, and the likelihood of related
collection diminished. Also, a lack of promissory notes for students
who received deferments cdls into question whether or not those
deferments were actudly authorized.

A Universty officid cited a shortage of daff in the Bursar’s office, the
department which granted deferments.

Even though the Universty represented to us that, effective in the fall
of 1999, it discontinued the above practice of granting deferments of
tuition and fees, until we can verify this in our next audit, and until the
Universty can demondrate accountability over promissory notes
rdaed to past defermentss we ae presenting the following
recommendation.

The Univergty should improve controls over deferments of tuition and
fees granted by, among other things setting up and retaining related
promissory notes for al deferments granted, and accounting for and
safeguarding promissory notes related to past deferments. (See
Recommendation 11.)

“The Universty agrees with the recommendaion. The Universty no
longer issues promissory notes as [an] option of payment for tuition
and fees Student billings offer the following options — cash, check,
money order, credit card, payment plan or awarded financia aid.”

Time and Effort Reporting:

Criteria;

Federd Office of Management and Budget Circular A-21 establishes
principles for determining costs applicable to grants, contracts, and
other agreements between the Federd government and educationd
inditutions. Under this crcular, the method of didributing payroll
charges must recognize the principle of after-the-fact confirmation or
determination so that codts didtributed represent actud costs. To
accomplish this, indtitutional records must adequatdly document that
payroll expenditures posted to an account were actudly incurred in the
course of carrying out the program accounted for in the account.

According to Circular A-21, to confirm that charges to a program
represent a reasonable edtimate of the work performed by the
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Condition:

Effect:

Cause:

Recommendation:

Agency Response:

employee for the benefit of the program during the period, an
acceptable method of documentation includes the use of Statements
dgned by the employee, principd invedigator, or responsble
offidd(s), usng suitable means of verificaion that the work was
performed. For professorid and professona dtaff, the statements must
be prepared each academic term, but no less frequently than every six
months.

During the audited period, the Universty received and administered
various Federa grants to which payroll expenditures were charged.
However, the Universty did not have a time and effort reporting
system, as required by Office of Management and Budget Circular A
21. The circular provides that where the inditution uses time cards or
other forms of after-the-fact payroll documents as origind
documentation for payroll and payroll charges, such documents
qudify as records for this purpose, provided that they meet the
requirements outlined in the circula. The Universty’s payroll
documents did not provide a sgned certification that the employee's
payroll expenditures were charged to the activitiesprograms on which
the employee actualy worked.

The Universty did not fully comply with Office of Management and
Budget Circular A-21 requirements concerning the documentation of
payroll distribution costs.

Universty Sponsored Research office personnd were unfamiliar with
this requiremen.

The Universty should devdop and implement a time and effort
reporting system for documenting payroll codts associated with its
Federd grant programs, as required by Office of Management and
Budget Circular A-21. (See Recommendation 12.)

“The Universty agrees with the recommendation. The following
corrective actions have been taken as of August 1, 2000.

1. All grant rdlated work by faculty will be charged either to reease
time or in accordance with section 10.12 of the AAUP collective
bargaining agreement [a section dlowing compensgtion to full-
time union members for certain contract/grant activities]. In either
cae a time sheet must be submitted to the Sponsored Programs
and Research Office monthly to certify actud time spent in
performance of grant activity. Also, in ether case, no hilling will
be made to any sponsor for time uncertified by time sheets.
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2. All grant related work performed by nonfaculty employees of the
Universty will be performed under a persona service agreement
or as pat of the norma job responshilities. In ether case time
sheats certified by the employee and verified by the supervisor
shall be required to process billing for any sponsor.

3. Grant work performed under a persond services agreement and
subcontracts shall be supported by time sheets only to the extent
that hourly rates or a lump sum associated with a set LOE [leve of
effort] is charged. In these cases, no payment shal be made to the
subcontractor  unless timesheets are received by the Sponsored
Program and Research Office.

These procedures will be published and digributed as pat a
Policies and Procedures handbook for Universty faculty and dtaff
during the fal 2000 semegter. Additionaly, al Sponsored Program
and Research Office staff will undergo training in the requirements
for the OMB circulars during fiscal year 2001.”

Financial Data Reported to the State Comptroller:

Background:

Criteria;

Unlike most State agencies, the Connecticut State University (CSU)
directly disburses payments to vendors rather than processing such
payments indirectly through the Office of the State Comptroller. The
State Comptroller developed procedures to correctly account for such
direct disbursement expenditures. Cash transfers of Operating Fund
dlotments from a State Treasurer’s bank account to the University’s
direct disbursement account are classfied, genericdly, on the State
Comptroller's records as direct disbursement expenditures (coded 5-
39) when the cash is transferred. Subsequently, when payments are
made out of the direct disbursement account, the Universty advises
the State Comptroller of the gpecific expenditure classficaions
gpplicable to the payments made. The State Comptroller’s records are
adjusted accordingly, decreasing amounts coded 5-39 and increasing
amounts coded to expenditure categories reflecting actud payments
made. Additiondly, CSU must report to the State Comptroller the
correct year-end Operating Fund cash baance it holds locdly. Then,
once agan, the State Comptroller's records are adjusted, further
reducing the amount recorded as 539 expenditures. If this process is
working correctly, the totd of 5-39 expenditures recorded on the
State Compitroller’ srecords at year-end should equd zero.

State agencies should provide accurate financid data to the State
Comptroller to ensure that the Comptroller’ s records are accurate.
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Condition: For the fiscal years ended June 30, 1998 and 1999, respectively, the
Universty incorrectly reported its localy held year-end Operating
Fund cash badances to the State Comptroller. Among other things, in
neither year did the Univergty in its caculaion take into account the
beginning balance of these funds Also, a least in pat due to this
incorrect reporting, the State Comptroller’s records showed that the
Univerdgty’s generic (5-39) Operating Fund expenditures totaed
$1,201,226 and negative $4,021,607 for the 1997-1998 and 1998-
1999 fiscd years, respectively, but should have shown totas of zero
each year.

Effect: The State Comptroller’s records of the Universty’s Operating Fund
expenditures and year-end locadly held cash bdances were not
accurate during the audited years.

Cause: A Universty officd informed us the, after consulting with another
CSU campus, the Universty bedieved that it was using the correct
method to arrive a and report Operating Fund balances to the State
Comptraller.

Recommendation: The Universty should condder working with the Office of the State
Comptroller to ensure that it correctly reports its year-end Operating
Fund cash badances to the State Comptroller. (See
Recommendation 13.)

Agency Response: “The Universty agrees with this recommendation. The Universty
believes tha after adjugting the beginning balance (June 30, 1999)
and following procedures provided by the State Comptroller’s Office
that the June 30, 2000 baance is correct. When the 2000 fisca year
close is completed the Universty Controller will confirm this belief
with the State Comptroller’s Office and procedures will be adjusted

as necessary to comply.”
Whistle Blower Matters:

In a letter dated December 3, 1998, the University’s President reported to us that the
Universty received two anonymous tips concerning the misuse of State funds associated with
the Univeraty’s library. Pursuant to Section 4-61dd of the Generd Statutes, we reviewed the
meatter, subsequent to the Universty’s own review. Our review was followed by examinations by
the Connecticut State University Interna Audit department and by the Office of the Chief State's
Attorney. The following weaknesses were noted.

Criteria: Interna controls over the functions of purchasing, receving and
payment for goods require adequate segregation of duties. This means
the following functions chould be separated among different
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Condition:

Effect:

Cause:

Resolution:

employees.  recording transactions, authorizing payment, recaiving
goods and custody over assets.

During our review we learned tha a Universty librarian, authorized
to gpprove purchases for her department, apparently commingled
persond purchases with Universty purcheses, reaulting in  the
University paying for her persona purchases.

We reported the results of our review to the Attorney Generd,
recommending that he refer the matter to the Office of the Chief
State' s Attorney for crimind review.

Also, as required under Section 2-90 of the Generd Statutes, we
reported this matter to the Governor and other appropriate officids in
aletter dated March 27, 2000.

In February 2000, following an invedtigation by the Office of the
Chief State's Attorney, the librarian was arrested under charges that
she “used her pogtion as a librarian...to cover up her purchase of
books and other merchandise for persona use.”

In May 2000, the librarian was sentenced and, among other things,
agreed to resign from her postion and pay the University $8,801 for
goods ordered for personal use.

The use of State funds for persona purchases occurred.

The conditions above appear to have been a least in part due to a
poor segregation of duties with respect to library purchasing
operations. Specificdly, we were told that the librarian in question at
times peformed the functions of approving orders to purchase,
approving payments for purchases and receiving goods purchased.

We reviewed and tested internd controls in place over library
acquistion activities for a time period after the above librarian was
transferred out of the acquistions area near the end of the 1998
cdendar year. Our review showed that segregation of duties had
improved, and purchases tested al appeared to have been related to
Universty business. Furthermore, nothing came to our attention that
would suggest any further improper purchases by library deff
occurred.
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Other Audit Examinations:

In recent years the Board of Trustees of the Connecticut State Univerdty has entered into

agreements with a public accounting firm to conduct certain auditing and consulting services on
an anud bags, induding an audit of the combined financid statements of the Connecticut State
Universty System. As part of its audit work, the firm has made an annua study and evauation
of the sysem’s interna controls to the extent deemed necessary to express an audit opinion on
the financd daements Certan matters involving internad controls have been incduded in an
annua Report to Management accompanying the audited financid statements.

The areas pertaining to Southern Connecticut State University as set forth in the Report to

Management rdating to the 1998-1999 fiscal year, the most recent report published, are
presented below.

- Cash: To ensure that no mistakes have occurred, the outstanding check listing should be

examined during the reconciliation process. The Universty should follow up on older
outsanding checks. The Universty should maintain a policy of how to handle outstanding
checks and pursue these checks to ensure they are paid.

- Sudents Billing: The Universty should write off the remaining baances for loans made to

dudents in past years for smdl, non-tuitionrelated expenses or for educational expenses
pending receipt of student financid aid. A person in the business office should be assigned
the respongbility of reconciling sudent receivables on a quarterly bass. Management
should develop formdized policies and procedures for student recelvable reserves, based
upon a review of the student receivable aging and utilization of higtoricd data relating to
cash collection results. This process should be performed quarterly and be subject to
supervisory review. The aging andyss should be prepared on a quarterly basis and the
aging categories should be expanded to enhance the anadyds. The Universty should
evduae collectibility of sudent recevables by evaduating the amounts in each category
aong with the collection higtory.

- Information Systems. To tighten security and better prevent unauthorized access, users

should be limited to three log-on attempts, after which they are locked out of the system for
a cetan period of time. Management should prepare and formaly document a computer
security policy to direct the user community in controlling access to CSU's computer
applications and technica resources. The policy should be communicated to al employees
and should describe the importance of the confidentidity of passwords. The policy should
specificaly prohibit computer users from using unauthorized software on CSU’s persond
computers. Formal procedures should be developed to help ensure backup tapes are rotated
offdte as part of the regular backup process. Management should evauate risks associated
with the current computer room facility and develop an action plan to mitigate each risk as
appropriate. Cdls to the help desk should be logged and reviewed by management on a
periodic bass management may want to condder implementing packaged software to
automate these procedures.
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Additiondly, as required by Section 4-37f of the General Statutes, the operations of the
Southern Connecticut State Universty Foundation, Inc. were audited by independent public
accountants for the fiscal years ended June 30, 1998 and 1999. For both audited years, the audit
reports expressed qudified opinions on the Foundation's financia dtatements. The auditors were
not able to saisfy themsalves as to the vaue and quantity of the Foundation's works of art at
June 30, 1998 and 1999. The reports, therefore, stated that the Foundation's financial statements
farly presented the financid podtion of the Foundation except for any effects the vaue of the

works of art may have had.
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RECOMMENDATIONS

Satus of Prior Audit Recommendations:

Improve controls over persona service agreements. Though we did note improvement in
the Univergty's controls to verify tha the amount of food service commissions received
agreed with the terms of the related persond service agreement, weaknesses with respect
to the timely approva of persona service agreements perssted during the audited period.
The recommendation is, therefore, being repeated. (See Recommendation 9.)

Improve controls over toll telephone calls. We noted some improvement in this area. The
recommendation is, therefore, not being repested.

Improve controls over library periodica purchases by adequately monitoring amounts
payable to the periodica vendor. The recommendation was not implemented and is being
repeated. (See Recommendation 7.)

Review employee attendance and leave records to ensure that correct vecation leave
accruas were applied to employees on leave without pay. Our review of employee
attendance and leave records in genera showed that such records were so poor that we
could not determine whether or not this recommendation was implemented. Accordingly,
until the Universty’s employee atendance and leave records prove to be relidble, and
can, therefore, demondrate implementation of this recommendation, the recommendation
will be repeated, now emphaszing the Universty’s need to srengthen collection efforts
when related overpayments are found. (See Recommendation 2.)

Take steps to ensure medicd certificates are on file for employees who use more than
five consecutive sick days. The recommendation was implemented and is not being
repeated.

Strengthen  controls over Athletic Department revenues by preparing  accountability
reports for revenue-producing events. We noted improvement in this aea The
recommendation is, therefore, not being repested.

Prepare financia statements for fiduciary funds, as required by the State Comptroller’s
Accounting Procedures Manual/Activity and Welfare Funds, and ensure that dl such
financia datements are adequately supported. The recommendation was implemented
and is, therefore, not being repeated.

Properly report year-end Operating Fund cash balances to the State Comptroller. For the
audited years, the University agan reported incorrect year-end Operating Fund cash
balances to the State Comptroller. We are, therefore, repesting the recommendation with
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modification, this time suggesting that the Universty seek guidance from the Office of
the State Comptroller on this matter. (See Recommendation 13.)

Current Audit Recommendations;

1

The University should consder a complete review of its permanent employee
attendance and leave records, including compensatory time records, correcting
exceptions noted, documenting corrections made and taking the steps needed to
keep such records accurate and in accordance with applicable collective bargaining
agreements, personnel policies and statutes.

Comment:

We found that 13 employee attendance and leave records tested all contained
exceptions. Most exceptions noted concerned leave time used pursuant to employee
biweekly time sheets not reflected in employee permanent atendance and leave
records. Also, we noted evidence that showed that two employees were out sick
roughly 252 and 206 work hours, respectively, and were paid full pay for this period.
However, neither biweekly time sheets nor permanent attendance and leave records
reflected use of leave time. In addition, our test of compensatory time records for
sven members of the SUOAF-AFSCME bargaining unit reveded that the
University’s Personnd Department incorrectly recorded such time in al cases tested,
generdly overdating employeg's avalable baances. Furthermore, compensatory
time activity was not being recorded in the Universty’s automated attendance and
leave record sysem in a timdy manner. As of January 11, 2000, the Personne
Department had not entered compensatory time activity into the automated system
since June 1999.

The University should review its employee attendance and leave records to ensure
that correct vacation leave accruals were applied to employees on leave without pay,
in accordance with applicable employee bargaining unit contracts and Regulation 5
248-3 of the State Personnel Act and Regulations of the Personnel Policy Board. Also,
the University should diligently attempt to fully recover any resulting payroll
over payments found.

Comment:

In our last audit, covering the fiscal years 1995-1996 and 1996-1997, we noted that
the Univergty credited monthly vacation leave accruds to employees on leave
without pay for up to five days in a cdendar month. However, in accordance with
Regulaion 5-248-3 of the State Personnel Act and Regulations of the Personnel
Policy Board, members of the Maintenance and Service bargaining unit should not
have receved monthly vecation accruds for months when on leave without pay for
more than three days. Our current audit showed that the Universty's employee
attendance and leave records were so poor that we could not rely on them and, thus,
test whether or not this condition perssted. Moreover, in our last audit, a least in part
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as a result of the above practice, we found that a Maintenance and Service employee
was overpad a net amount of $939, according to the Universty Personne
Depatment. The Universty began recovering the overpayment through payroll
deductions. However, in our current audit we noted that after the employee left
Universty employment, no further atempts were made to recover the $419 the
employee ill owed the Universty.

3. The University should take steps to ensure the correctness of payments made to
employees for unused vacation leave and unused sick leave and should consider a
complete review of the correctness of such payments made during the audited
period and subsequently, especially focusing on payments to SUOAF-AFSCME
bargaining unit membersfor unused sick leave at retirement or death.

Comment:

We tested ten payments the University made to employees for unused sick leave and
vacation leave and found that there appeared to have been incorrect payments made
in al ten cases, modly as a result of attendance and leave record inaccuracies. It
gppeared that three employees were overpaid for accrued vacation leave a
termination in the amounts of $319, $788 and $1,195, respectively, while two were
underpaid in the amounts of $1,124 and $1,494, respectively. In addition, it appeared
that five employees were overpaid for accrued sick leave balances at retirement in the
amounts of $232, $2,924, $1,078, $870 and $1,084, respectively. Three of these five
employees were members of the SUOAF-AFSCME bargaining unit. Article 24.2.2 of
the SUOAF-AFSCME union contract cdls for the up-front annud crediting of a
member’s full work year's sck leave days and the deduction of unearned sick leave
days for members who terminated prior to the end of the contract year. The
Univerdty’s Personnd Department falled to deduct unearned sick leave days from
these employees ending sick leave balances.

4, The University should ensure that its employee permanent attendance and leave
records are retained in accordance with the records retention requirements set by
the State Library’s Public Records Administrator.

Comment:

The Universty’'s Personnd Depatment maintains monthly reports of employees
permanent attendance and leave records. We requested such reports for each of the
24 months in our audited period. The Universty could not locate and provide us
with these reports for the months of June 1998 and June 1999.
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5. The University should adopt a policy mandating that employees be paid on the basis
of work actually performed in the positionsin which they are employed.

Comment:

Documentation provided to us indicated that a University employee was awarded
reessgned time and dlowed to fill multiple concurrent postions in an effort to
provide compensation a& a levd adminidrators fet was equitéble for the
adminigrative/consulting work the employee actuadly performed.

We noted multiple instances where hours clamed as worked under one postion
conflicted with hours clamed as worked under another or with hours billed by the
employee for consulting services provided to the Connecticut State University System
Office. In a memorandum, the employee characterized the various forms of
compensation as a “retang” for his management consulting work for the agency,
indicating that hours clamed were pat of this “retane” and did not necessaily
represent hours actually worked at the times shown.

6. The Universty should improve internal controls over Student Activity Fund
expenditures, particularly in the area of contractual expenditures.

Comment:

We reviewed 11 contracts set up for entertainment events funded by the Student
Activity Fund and found exceptions with respect to contract gpprovas obtained for
al 11 contracts. Exceptions included contracts that should have been submitted to
the Office of the Attorney General for agpprova but weren't, contracts that were
sgned by Universty officiads who were not authorized sgners per CSU Boad of
Trustees resolutions, contracts that were neither signed by the contractor nor by a
Universty officid, and contracts that either weren't signed by a University official
or by the contractor. Also, Student Activity Fund contracts for entertainment
performances tested were not aways clear on which party, the Universty or the
contractor, bore the cost of State income taxes due. Further, the University did not
consgently goply the same method for withholding and paying Stete income taxes
due: mogt times, the entertainer bore the cost of the taxes, but sometimes the Student
Activity Fund bore the cost. In addition, in ten of 15 cases tested, the University
issued vendor checks, totaing $132,813 charged to the Student Activity Fund,
without obtaining documentation evidencing that services were performed or goods
were received. In nine of these cases primarily in connection with entertainment
events under contract, the University issued checks, totding $130,604, in advance of
corresponding performances, however, there were no controls in place to monitor
and document if such performances actualy occurred.
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7.

The Univergty should improve controls over library periodical accounts payable by
adequately monitoring amounts dueto its periodical vendor .

Comment:

The Univergty did not monitor the amounts due its library periodicad vendor to
ensure that amounts billed reflected any prompt payment credits earned and, in
generd, reflected the correct amount owed. Instead, it relied on the vendor’'s records
to determine the amount owed.

The University should take steps to ensure that employees are only reimbursed for
expenses after submission of adequate support documentation and after it is
determined that such expenses werelinked to University business.

Comment:

For the audited years, we reviewed the propriety of reimbursements made to 15
employees. We found that the Universty made 24 employee rembursements to tree
employees, dl from the Communications Depatment, for which adequate support
documentation was not on file to determine whether or not the expenses were
connected to Universty budness. Recepts, without any explanaion as to ther
relaion to Universty business, were submitted to the University’s Accounts Payable
Department, and the employees who submitted them were reimbursed. In some cases,
supporting documentation conssted of only a copy of an employeg's credit card
gatement with adollar amount circled.

The University should improve controls over personal service agreements by taking
steps to ensure that appropriate officials document approval of these contracts in a
timely manner.

Comment:

We tested 25 personal service agreement contracts during the audited period and
found that 11 were gpproved by Universty Officids ether after corresponding
services had begun or after services had been completed. In five of the 25 cases
tested, we were unable to determine the timeliness of contract approval, because the
University Officia who approved the contract did not date the gpprova.
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10.

11.

12.

The University should comply with Section 432 of the General Statutes by ensuring
that all receipts received, especially at locations other than the central cashiering
office, are accounted for and deposited promptly.

Comment:

We tested the timeliness of deposits of nine quarterly roydty checks sent to the
Univergty’'s Office of Student and Universty Affars. We found that eight checks
totding $8,069 were deposited between four and 163 days late. Three of these checks
were only discovered in the Office of Student Universty Affars files after our
inquiry as to thar digpodtion. At the time of our review, one check in the amount of
$1,243 was pad to the University but hadn’'t cleared the payer’s bank. The University
consdered the check unaccounted for and said that the vendor would be contacted,
requesting a reissue of the missing check.

The University should improve controls over deferments of tuition and fees granted
by, among other things, setting up and retaining related promissory notes for all
deferments granted, and accounting for and safeguarding promissory notes related
to past defer ments.

Comment:

We reviewed a sample of tition and fee deferments granted to 11 students during the
audited period. In four cases, the University was unable to locate related promissory
notes. In one case, a student-athlete was granted a deferment but no promissory note
was set up. We were told that it was the University’s policy not to set up promissory
notes when athletes were granted deferments. In another case, a student and former
employee was granted deferments of tuition and fees for three consecutive semesters,
and though promissory notes were set up, none of the notes were sgned by the
student. Records showed that this student was granted deferments for the Spring 1998
and Fal 1998 semedters even though no payments were made on deferments granted
for the immediately preceding semesters the Fal 1997 and Spring 1998 semedters,
respectively. In five cases, including the last one mentioned, students were granted
deferments even though records showed that the students had outstanding baances
owed the University ranging from at least $562 to $3,612.

The University should develop and implement a time and effort reporting system for
documenting payroll costs associated with its Federal grant programs, as required
by Office of Management and Budget Circular A-21.

Comment:

During the audited period, the Universty did not have a time and effort reporting
sysem for documenting payroll costs associated with Federal grant programs. That
is, for employees whose payroll costs were funded by Federal grant programs, the
Universty’'s  payroll documents did not provide sSgned certification that the
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13.

employee’s payroll expenditures were charged to the program(s) on which the
employee actudly worked.

The University should consder working with the Office of the State Comptraller to
ensure that it correctly reports its year—end Operating Fund cash balances to the
State Comptroller.

Comment:

For the fiscal years ended June 30, 1998 and 1999, respectively, the Universty
incorrectly reported its locdly hdd year-end Operating Fund cash baances to the
State Comptroller. Among other things, in nether year did the Universty in its
cdculation take into account the beginning baance of these funds. Also, a least in
pat due to this incorrect reporting, the State Comptroller's records of the
University’s Operating Fund expenditures were misstated.
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INDEPENDENT AUDITOR’'SCERTIFICATION

As required by Section 2-90 of the General Statutes, we have audited the books and
accounts of Southern Connecticut State University for the fisca years ended June 30, 1998 and
1999. This audit was primaily limited to peforming tess of the Universty’'s compliance with
certain provisons of laws, regulations, contracts and grants, and to understanding and evauating
the effectiveness of the Univergty’s internal control policies and procedures for ensuring that (1)
the provisons of certain laws, regulations, contracts and grants gpplicable to the Universty are
complied with, (2) the financid transactions of the University are properly recorded, processed,
summarized and reported on condstent with management’s authorization, and (3) the assets of
the Universty are safeguarded againg loss or unauthorized use. The financid datement audits of
Southern Connecticut State University for the fiscd years ended June 30, 1998 and 1999, are
included as a pat of our Statewide Single Audits of the State of Connecticut for those fiscad
years.

We conducted our audit in accordance with generdly accepted auditing standards and the
gandards agpplicable to financid-related audits contained in Government Auditing Standards,
issued by the Comptroller Generd of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether Southern Connecticut State
Universty complied in dl materid or sgnificant respects with the provisons of cetan laws,
regulations, contracts and grants and to obtain a sufficient understanding of the interna control
to plan the audit and determine the nature, timing and extent of tedts to be performed during the
conduct of the audit.

Compliance:

Compliance with the requirements of laws, regulaions, contracts and grants gpplicable to
Southern Connecticut State University is the responghbility of Southern Connecticut State
Universty’s managemen.

As pat of obtaining reasonable assurance about whether the Universty complied with laws,
regulations, contracts, and grants, noncompliance with which could result in  Sgnificant
unauthorized, illegd, irregular or unsafe transactions or could have a direct and materia effect
on the results of the Univerdty’s financid operations for the fiscd years ended June 30, 1998
and 1999, we peformed tests of its compliance with certain provisons of laws, regulations,
contracts, and grants. However, providing an opinion on compliance with these provisons was
not an objective of our audit, and accordingly, we do not express such an opinion.

The results of our tests disclosed certain instances of noncompliance that are required to be
reported under Government Auditing Standards and which are described in the accompanying
“Condition of Records’ and “Recommendations’ sections of this report. Those findings indude:
the Universty’s falure, through inadequate employee attendance and leave record keeping, to
comply with requirements for employee use and earning of vacation leave, Sck leave and
compensatory time as st by union contracts, the General Statutes and University personne
policies;, and the Universty’s falure to correctly pay employees for related unused sck leave
and vacation leave according to such requirements.
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We ds0 noted cetan immaterid or less than dgnificant ingances of noncompliance, which
are described in the accompanying “Condition of Records’ and “Recommendations’ sections of
this report.

Internal Control over Financial Operations, Safeguar ding of Assets and Compliance:

The management of Southern Connecticut State University is responsble for establishing
and mantaning effective internd control over its financid operations, safeguarding of assets,
and compliance with the requirements of laws, regulations, contracts and grants gpplicable to the
Univerdty. In planning and performing our audit, we consdered the Universty’s internd control
over its financid operations, safeguarding of assets, and compliance with requirements that could
have a materid or dgnificant effect on the Universty’s financid operations in order to determine
our auditing procedures for the purpose of evauating Southern Connecticut State Universty's
financid operations, safeguarding of assets, and compliance with certain provisons of laws,
regulations, contracts and grants, and not to provide assurance on the internd control over those
control objectives.

However, we noted certan meters involving the internd control over the Universty's
financid operations, safeguarding of assets, and/or compliance that we consder to be reportable
conditions. Reportable conditions involve matters coming to our atention relaing to sgnificant
deficiencies in the desgn or opeaion of intend control over the Universty’s financid
operations, safeguarding of assets, and/or compliance that, in our judgment, could adversay
affect the Universty’s ability to properly record, process, summarize and report financid data
conggent with management's authorization, safeguard assets, and/or comply with certain
provisons of laws regulaions contracts, and grants. We bdieve the following findings
represent reportable conditions: the fallure to keep accurate employee atendance and leave
records, the falure to correctly pay employees for unused vacation leave and sick leave
wesknesses in internd controls over Student Activity Fund contractual  expenditures, incurring
obligations for persona services prior to forma agpprovad of contractud terms, inadequate
monitoring of amounts payable to the Universty’s library periodica vendor; wesknesses in
controls over employee reimbursements paid; and inadequate controls over deferments of tuition
and fees granted.

A materid or sgnificant weskness is a condition in which the design or operation of one or
more of the internad control components does not reduce to a reatively low level the risk that
noncompliance with certain provisons of laws, reguldions, contracts, and grants or the
requirements to safeguard assets that would be materid in reation to the University's financid
operations or noncompliance which could result in dgnificant unauthorized, illegd, irregular or
unsafe transactions to the Universty being audited may occur and not be detected within a
timey period by employees in the normd course of performing ther assgned functions. Our
condderation of the internd control over the Univerdty’s financid operations and over
compliance would not necessarily disclose al matters in the internad control that might be
reportable conditions and, accordingly, would not necessarily disclose al reportable conditions
that are dso consdered to be materia or sgnificant weaknesses. However, of the reportable
conditions described above, we beieve the following reportable conditions to be materia or
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ggnificant weaknesses the Universty’s falure to keep accurate employee attendance and leave
records; and itsfalure to correctly pay employees for unused vacation leave and sick leave.

We dso noted other maters involving internd control over the Universty’s financid
operations and over compliance which are described in the accompanying “Condition of
Records’ and “Recommendations’ sections of this report.

This report is intended for the information of the Governor, the State Comptroller, the
Appropriations Committee of the General Assembly and the Legidative Committee on Program
Review and Investigations. However, this report is a metter of public record and its distribution
isnot limited.
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CONCLUSION

We wish to express our gppreciation for the courteses and cooperation extended to our
representatives by the personnd of Southern Connecticut State University during the course of
our examination.

Danid F. Puklin

Associate Auditor
Approved:
Kevin P. Johnston Robert G. Jaekle
Auditor of Public Accounts Auditor of Public Accounts
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