President’s
Report

to the

Board of Trustees

February 15, 2024




TABLE OF CONTENTS

I. ACTION ITEMS

A

B.
C.
D.

Approval of Recommendation to Accept and File the FY23 Internal Audit Department

F N gL LU= LI =T 0T o S 2
Approval of Recommendation to Accept and File the Internal Auditing Charter..............ccccoveeee. 3
Approval of Recommendation to Accept and File the FY24-25 Internal Audit Plan ....................... 9
Approval of Recommendation to Accept and File the Statement of Auditor Independence............. 11

Il. INFORMATION ITEMS

A.
B.

Status of FY22 External Audit FINAINGS .......ooiiiiiiiie e 13
First Quarter Budget tO ACUAI .........coouiiiiiie e 15



President’s Report to the Board of Trustees of Northeastern lllinois University 2
February 15, 2024

ACTION ITEMI.A. APPROVAL OF RECOMMENDATION TO ACCEPT AND FILE THE FY23
INTERNAL AUDIT DEPARTMENT ANNUAL REPORT

This report is confidential to the President and Trustees but requires Board acknowledgement.

Recommended Action

| request that the Board approve the Audit Committee’s recommendation to Accept and File the FY23
Internal Audit Department Annual Report as presented.
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ACTION ITEMI. B. APPROVAL OF RECOMMENDATION TO ACCEPT AND FILE THE FY23-24
INTERNAL AUDITING CHARTER

Recommended Action

| request that the Board approve the Audit Committee’s recommendation to Accept and File the FY2023-
24 Internal Auditing Charter as presented.
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ACTIONITEMI.C. APPROVAL OF RECOMMENDATION TO ACCEPT AND FILE THE FY24-25
INTERNAL AUDIT PLAN

Recommended Action

| request that the Board approve the Audit Committee’s recommendation to Accept and File the FY24-25
Internal Audit Plan as revised and signed on January 18, 2024.
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ACTION ITEMI. D. APPROVAL OF RECOMMENDATION TO ACCEPT AND FILE THE STATEMENT
OF AUDITOR INDEPENDENCE

Recommended Action

| request that the Board approve the Audit Committee’s recommendation to Accept and File the Statement
of Auditor Independence as presented.
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President’s Report to the Board of Trustees of Northeastem lllinois University
February 15, 2024

INFORMATION ITEM II. A: STATUS OF FY22 EXTERNAL AUDIT FINDINGS

The University's 2022 Single Audit and Compliance Examination was released by the lllinois Office of Auditor General May 25, 2023.
The following summary provides the status of the individual audit findings and indicates if the finding is a recurring finding from previous

years.

Here is the current status of the 2022 material findings:

NEIU had 12 material audit findings

8 of 12 findings were repeated findings

7 of 12 findings have been reported as addressed
2 findings are in progress

3 will appear in the FY2023 reports

Inadequate Internal Controls over Census Data

2017,2021

Weaknesses over Computer Security

2019, 2021

Lack of Adequate Controls over Review of Internal Controls over
Service Providers

8/30/24

UTSlsmdmahhganupdatadlistdrr
Service Providers, using the SOC review
to review SOC reports, and is
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INFORMATION ITEM Il. A.: STATUS OF FY22 EXTERNAL AUDIT FINDINGS PROGRESS REPORT

Lack of Adequate Reviews over year end Reports and Reconciliations

Accountant in FY 2023 to help with
year-end reconciliation and report close

However, due to various
Implememaﬂons we are expecting this
finding to be repeated in FY 2023.

6/30/24

2020, 2021

Noncompliance with Grant Report Requirements

The Grants and Contracts Office will
continue to review for funding agency
websites to ensure reports are up to date
with changes in reporting requirements.
The published reports will be revised to
meet the requirements of the funding
agency. The Grants and Contracts Office
will continue to ensure reports will be
submitted and published as required by the
funding agency in a timely manner.

6/30/24

Insufficient Controls over Expenses Charged to TRIO Grant

Principal Invesﬁgator and the Grants and
Contracts instituted a review of
expondmnesd\argedtomegrambensum
expenses are allowable within federal
requirements and grant agreement.

007

Insufficient Controls over Payroll Charged to Research Grant

Complete

Relevant units are consulted to ensure
submission of accurate timesheets while
official communication from the
funder.  Additionally, meetings are
established within seven (7) business

13
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INFORMATION ITEM II. A.: STATUS OF FY22 EXTERNAL AUDIT FINDINGS PROGRESS REPORT

Previous

Finding

after the NIH PO/GMS initial review of the
carry-forward request.

008

2019, 2021

Weaknesses in Cybersecurity Programs and Practices

UTS established a project management
ok, a data

Additionally, UTS periodically reviews and
reports on cybersecurity risks via the risk
register.

009

2013, 2021

Lack of Disaster Contingency Plan

UTS established and tested a disaster
contingency plan.

Complete

010

2018, 2021

Inadequate Controls over University Property and Equipment

A new inventory database was

p o imp! p and
make assets more visible, using RFID
technology (tags and readers). Initial
training upon use of the new database is
complete. Additionally, policy was updated
to align with changes to the process.
Cleaning and updating of asset data

5/31/24

011

Noncompliance with the Fiscal Control and Internal Auditing Act

The University hired a Director of Internal
Audit in September 2023. However, due to
lack of internal audit coverage until
September 2023, this finding will repeat in
FY2023.

6/30/24

012

2018, 2021

Weakness Regarding Clearing of Data from Electronic Devices

UTS worked with Property Control to
establish a policy and procedure for

ing data is d from bl
media before reuse or destruction.

Complete
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INFORMATION ITEM II. B. SECOND QUARTER BUDGET TO ACTUAL REPORT

Business Management Processes

1.

The data related to budgets and actuals (expenses and revenue) are available directly from Banner
and through Cognos, which is a system that extends the reporting capabilities of Banner.

Monthly financial reports are regularly sent to the President and Vice Presidents, ensuring
transparency and awareness of the budget status.

University units/departments have access to their budget, year-to-date expenses, and encumbrances
through Banner extender, except for Payroll.

o Payroll encumbrances are not currently directly accessible for units/departments. The
current Workday delivered calculation requires adjustments and considerations and if this
information is required, departments can coordinate with the Budget Office for assistance.
Opportunity for improvements to the Workday delivered calculation have been identified.
Once put in place, the University will be in a position to make this data available to the
University.

Procurement controls exist to prevent requisitions (purchases) without sufficient budget
availability, minimizing the risk of overspending.

Budget adjustment requests undergo an approval process, which includes review and authorization
from the Budget Office. This ensures responsible financial management and prevents unauthorized
shifts in funds. Additionally, restrictions exist that prevent budget transfers between the unrestricted
and the restricted operating budgets.

New payroll positions need to be approved by the Budget Office and the Vice President of Finance
and Administration, ensuring that additional personnel expenses are aligned with the budget.

The reporting and tracking of expenditures (actuals) are reviewed by external auditors each year,
including a review of year-over-year changes in spending.

In addition to the current processes and procedures, further considerations are highlighted below related to
the requested discussion topics by the FBG Committee of the BOT:

Additional Budget Processes/Considerations

Grants: In partnership with the Budget Office, Grant Accounting (Controller’s Office), oversees the
accounting and financial management of grants and contracts including budget set-up, budget transfers, etc.
All grant-related transactions are maintained and recorded in Banner. Grants present a unique challenge
from a reporting perspective, due to the following factors:

a.

Grant spending is strictly regulated based on the approved grant guidelines, with a high degree of
oversight provided by the granting agency. Any modifications to the approved grant budget may
necessitate approval from the granting agency to ensure compliance.

Grant Year vs Fiscal Year: Grant programs often operate on different cycles from the University’s
fiscal year. The fiscal year for the grant program will often start on the award date but not end until
one-year after the award date, resulting in the grant award crossing fiscal years. This means any
reporting must make assumptions about the allocation of the award across fiscal years, without the
ability to be informed by historical spending patterns.

16
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INFORMATION ITEM II. B. SECOND QUARTER BUDGET TO ACTUAL REPORT

C.

Award or Funding levels: Grant funding levels can change and fluctuate over time. Funding may
be reduced, increased, or discontinued altogether and any significant variance would need to be
articulated and accounted for with respect to each impacted grant.

Extensions: Often grants will either allow unspent funds to be rolled over to the next grant period
or the grant will allow the awardee to seek a no-cost extension to allow for use of remaining grant
funds.

Reporting of Expenses. All University expenses are recorded and tracked in Banner for each combination
of Fund, Organization (roughly equivalent to a Department), Account (type of expense) and Program
(purpose of expense). This gives the University a high degree of flexibility in the reporting of revenue and
expenses.

a.

The current level of detail reported in the quarterly is based on the current directive from the BOT
and is consistent with the line-item detail used in the financial statements.

During the approval of the preliminary and final operating budgets, anticipated or budget expenses
are also reported based on the NACUBO functional categories (Instruction, Organized Research,
Public Services, etc.).

New to FY2025 will be the direct reporting of tuition waivers. Currently, tuition waivers are
reported indirectly through the calculation of net tuition revenue. In FY2025, the plan is to report
tuition waivers in the preliminary and final operating budgets but also in the quarterly reports.

An additional topic for discussion regarding the current directive from the BOT is whether quarterly
reporting is appropriate or if reporting at a different frequency would be more informative to the
BOT. For example, a shift to reporting after the Fall census, after the Spring census and at the end
of the FY (June/July).

Budget adjustments. In the current quarterly reporting structure, budget adjustments are reported
indirectly via the “Adjusted Budget” column of Table 1, which includes a note that the “Adjusted Budget
reflects net budget transfers processed between organizations and accounts.” This is primarily to save space
in Table 1, which already includes a high degree of information. In the proposed Table 2, a column is added
for “Budget Adjustments” which reports net transfers from a given area directly.

a.

Budget Adjustment vs Reclassification of Expense. In a budget adjustment, funding is transferred
from one area with available budget to another area with a funding need. This is different than a
reclassification of an expense. When an expense is reclassified, it is basically charged to a different
area. For example, an expense that was charged to the Unrestricted operating budget may be moved
and charged to a grant instead.

An example of a reclassification can be seen with respect to the Pell 55 grant and the related budget.
For the Pell 55 funding, the University plans to charge planned or existing expenses to the grant.
Of these expenses, $1,939,444 were previously budgeted on the unrestricted operating budget. By
charging the expenses to the grant, this lowers the forecasted expenditures. If new initiatives are
approved the forecast will be updated. In the event that new initiatives are not funded in this fiscal
year, the reduced spending would increase the amount deposited in the reserves via an increased
operating surplus.

The full budget breakdown for the Pell 55 grant is found in the Appendix.

Expense forecast - The “Table 2” table in the Appendix includes considerations for the reclassification of
expenses for the Pell 55 grant and the anticipated cost of implementing the Paid Leave For All Workers
(PLFAW) mandate.

17
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INFORMATION ITEM II. B. SECOND QUARTER BUDGET TO ACTUAL REPORT

Northeastern Illinois University
FY24 Q2 vs FY23 Q2 Actuals

{A} Change from PY (totaling $1,949,720) relates to timing of requesting reimbursements from the State. Full State appropriation amount is
expected to be exhausted by Q3.

Note: July 1 through July 22, 2023 periods were not requested for reimbursement from the State due to issue in getting reports from
WorkDay.

{B} Decline in Net Tuition Revenue ($15,403,345) and Net Differential Tuition Revenue ($254,536) from previous years is primarily due to
the timing of recording of Spring 2024 tuition revenues. Unlike in previous years, Spring 2024 revenue is recognized at the start of the
term rather than at the time of registration. Below is the Spring tuition processed as of 12/31/23 but future-dated to 1/16/2024, when the
new semester begins.

Bad debts and
Gross Waivers @12% Net
Tuition Revenue - Spring $ 17,919,164 $ 2,150,300 $ 15,768,864
Differential Tuition Revenue - Spring 323,237 38,788 284,449
$ 18,242,401  § 2,189,088 $ 16,053,313

Note that revenue will be comparable in Q3.
{C} Increase from investment income of $1,086,501 mainly represents investment income earned from the Illinois Funds and other

investment accounts. Note that reimbursements from the State are deposited to the Illinois Funds. See comparison below.

Investment Income Earned from the Illinois Funds
As of November As of November

2023 2022 Difference

July 2023 $ 335976 $ 98,377 $ 237,599
August 2023 318,568 131,860 186,708
September 2023 330,218 148,695 181,523
October 2023 394,302 195,526 198,776
November 2023 383,641 231,171 152,470
December 2023 392,143 262,719 129,424

$ 2,154,848 § 1,068,347 $ 1,086,501

{D} Increase in personal services of $1,624,281 relates to the following:

(1) Timing of vouchering and recording of group insurance (CMS health insurance). State encouraged vouchering for early spending by
September 11, 2023.

Q2FY24 Q2FY23 Difference
$ 1,072,600 _$ 268,150 $ 804,450

(2) Salary adjustments including salary increases for non-union and union employees.

{E} Increase in contractual services ($783,339) is related to increase in legal ($495K), advertising ($111K), utilities ($172K), offset by net
decrease in other expenditures due to slower utilization of budgeted funds.

i Change from prior fiscal year is immaterial.
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Northeastern Illinois University
FY24 Q2 Board Update

IBHE Pell 55 Budget Breakdown

Amount Current Funding impactonf-peise

Forecast
Nest Housing Scholarships 693,772 Un. Rest. Op. Bdgt (693,772)
Starfish 102,556 SPDF 0
Carnegie Higher Education for Slate 158,000 Unbudgeted 0
Tuition Waivers/Scholarships 1,245,672 Un. Rest. Op. Bdgt (1,245,672)
2,200,000 (1,939,444)

Notes: Un. Rest. Op. Bdgt = Unrestricted Operating Budget. SPDF = Strategic Planning Development
Fund
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