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Florida Agricultural and Mechanical University
Board of Trustees

Audit & Compliance Committee
Date: Thursday, June 9, 2016 - Time: 1:00 PM
Location: Grand Ballroom

Committee Members: Trustee Nicole Washingtan, Chair
Trustee Jaylen J. Smith, Trustee Gary T. McCoy,
Trustee Craig Reed, Trustee Robert Woody

AGENDA

Call to order Chair Nicole Washington

ACTION ITEMS

Approval of Minutes Chair Nicole Washington

Acceptance of Grant Thornton Report

Approval of Recommended Actions in Corrective
Action Plan for Board Approval

INFORMATION ITEM

Investigative Reports Vice President Richard Givens
Self-Assessment Report

Schedule for Quality Assurance Review

Review of Office of Auditor General Audits

Adjournment



Florida Agricultural and Mechanical University
Board of Trustees

Audit and Compliance Committee Minutes
Trustee Nicole Washington, Chair

Wednesday, February 10, 2016 10:00AM
Conference Call

Committee Members Present: Trustee Nicole Washington, Chair, Trustee Gary McCoy and Trustee
Robert Woody

Trustee Nicole Washington, Chair, called the meeting to order. Debra M. Barrington, Administrative
Assistant to the Vice President, called the roll. A quorum was established.

Action Items

Approval of Minutes — December 10, 2015

There were no revisions to the minutes. Trustee Woody, made the motion, and it was seconded by
Trustee McCoy. The motion carried.

Acceptance of Pharmacy Phase Il Building Construction investigation

VP Givens provided context and summary of the report of allegations made by EMO Architects
regarding the University’s management of the Pharmacy Phase il Building construction. The University
terminated the architect for the Pharmacy Phase Il Construction Project, and, after he was terminated,
the architect filed a number of allegations with the Board of Governors. The Board of Governors
referred the zllegations to the University to investigate. The University retained an outside firm to
investigate the aliegations.

There were two allegations that were substantiated, both of which were subsequently corrected:

1. An allegation that the contract commitments exceeded the encumbrance authorizations was
substantiated. From May 2010 until September 2010, the contract commitments exceeded the
encumbrance authorizations by 663,000; this was corrected in September. The money had been
appropriated to the University but the University needed to get approval to spend it and had not
received approval until September.

2. The second allegation had to do with mismanagement of the project that resulted in delays,
which resulted in the University paying general condition costs. The firm validated $300,000 in
general conditions costs that were paid, but the amount paid was substantially less than the
alleged amount of $1.5 million paid per the allegation. The delayed costs were paid through
subsequent amendments to the contract.



There were three allegations that were not substantiated:

1. The Architect claimed he had not been paid for the work he performed:;

2. The Architect requested a termination fee based upon a clause in the contract. It was found that
he was paid for work performed, but the investigative firm did not render an opinion on
whether the termination fee was owed. The Office of General Counsel and our outside counsel
both believe no termination fee was owed under the contract.

3. It was alleged that the University contacted some of the architect’s sub-consultants after
termination of the contract with the architect. It was disclosed that the University had contacted
the sub-consultants, but when the complaint was made, the University ceased contact. Lastly,
an allegation was made that the University violated procurement laws by hiring the successor
architect on an emergency basis rather than true competitive procurement. This was found to
be unsubstantiated.

Trustee Carter inquired of the overall status of what we present to the Board of Governors. VP Givens
shared that the report and University corrective action plan was sent and reviewed by the Board of
Governaors,

Trustee Carter also asked about any outstanding litigation in this matter. At the present time, no, there
is no litigation. Attorney David Self, Associate General Counsel shared he worked on this matter with
EMO Architects. When Emo was terminated about two and a half or three years ago, The University
evaluated work performed on the project and determined the Architect was owed approximately
$32,000 for work performed. The University delivered a final check of approximately $32,000 to the
Architect that was not cashed. The University’s accounting staff has surrendered the check to the
Department of Management Services for unclaimed property, Financial Services. The architect has
approximately two years remaining on the statute of limitations for litigation,

Trustee Warren asked that, in the future, a reference point be provided. Attorney Self indlcated that
the allegations were filed with the Board of Governors about two years ago.

Chair Washington indicated that the report was sent to BOT members in January 2016, and the report
had the full detail of the history, findings, and corrective action. A motion to accept the report was
made by Trustee Woody and Trustee McCoy seconded. The motion was approved.

Information Items

VP Givens provided a report on the following information items:

Roles and Responsibilities of the Audit Committee

The Audit Committee’s roles are defined by the Audit Committee Charter adopted by the Audit
Committee and approved by the Board of Trustees. The roles of the Audit Committee include oversight
of financial reporting, internal controls, and risk management. In government, audit committees
oversee the internal controls regarding legal and regulatory compliance that extend beyond financial
reporting. Other responsibilities are to ensure that the University devotes adequate resources required
for the effectiveness of the internal control processes, determine that risk management processes are in
place {especially as they affect such areas as financial reporting and reputational risk}, review the risk
assessment, challenge the risk profile as well as reassess the list of the top risk areas, and determine
who should oversee the areas,



The Board has the authority to hire Independent auditors, which are primarily hired for special projects.
The state auditor general performs annual financial and federal awards program audits.

Updates on Reports Issued

A follow up for findings in the P-Card and Travel audit was performed. The purchasing card
administrator has implemented some corrective actions on all issues addressed.

Also, a report was Issued on the hiring process at the University as a result of allegations reported to the
Board of Governors and referred to DAC to determine whether the hiring process was followed. It was
found that the individual was qualified for the position into which he was hired; however, opportunities
for improvement in the process were noted, relating primarily to Instances in which advertising for a
position is waived. The opportunities for improvement were discussed with Human Resources (HR) and
HR agreed to review the process with an eye toward implementing some changes to the process, such
as revising policy language to codify and clarify the procedure to be used when an advertisement is
waived.

The University’s process for hiring a position without advertising the vacancy was discussed. When
advertising is walved, the University’s process requires written justification. Attorney Thomas reported
that University Regulation 10.102 prescribes the process for waiver of advertisement. There is a form
that must be completed. It was reiterated that only the President, or the President’s deslgnee, who is a
VP, must approve, not an associate.

In the University's process, an application is required when a vacancy is advertised. An application has
not been required in the process where advertisement is waived. Trustee Washington asked for this to
be reviewed by HR and to make sure that the regulations are being followed.

Grant Thornton has been hired to do the review related to the renovations at the University-owned
house occupied by the President and the hiring Incentives. The auditors are scheduled to be onsite next
week.

The Proposed Board of Governors Regulations

The Board of Governors Is in their regulation development process a number of audit regulations. They
met with various stakeholders, received input, and are Incorporating the input from stakeholders to the
proposed regulations. The timeline for implementation is undetermined at this time.

Trustee Warren asked if there is an audit plan on areas that DAC would focus on to explore where we
might have risk. DAC serves as internal auditors to the University, and in that role the Board’s
expectation is that DAC would look at operating procedures to make adjustments where needed based
on periodic examinations or explorations of DAC. VP Givens responded that every year DAC does a risk
assessment, and based on the risk assessment, a work plan is completed which includes the audits, the
time allocated to investigations, and management requests.

Trustee Nicole Washington, Chair, adjourned the meeting.



Florida Agricultural and Mechanical University
Board of Trustees

Audit and Compliance Committee Minutes
Trustee Nicole Washington, Chair

Thursday, March 3, 2016 9:00 AM
Special meeting via conference call

Committee Members Present: Chair Nicole Washington, Trustee Tonnette Graham (late) and Trustee
Robert Woody

Trustee Nicole Washington, Chair, called the meeting to order. Debra M. Barrington, Administrative
Assistant to the Vice President, called the roll.

Action Item

Acceptance of the Performnance Funding Data Integrity Audit

VP Givens presented the audit report for the Performance Funding Data Integrity Audit. The report
concluded that the University’s processes and internal controls for data compilation and reporting to the
BOG are adequate. Observations noted improvements could be made Including the following:
* Improved review of access privileges related to information technology within the iRattler
System,
» Data submissions were not submitted by the required due date.

Corrective actions to address the above observations were presented.

The audit procedures also disclosed an observation that automating the graduation certification process
could improve efficiency and effectiveness of University processes. The University has the technology
which, when implemented, could improve the timeliness of the graduation certification, reduce errors,

and provide a means for advisors and students to more closely monitor progress toward graduation.

The motion to approve the Performance Funding Data Integrity Audit was moved and properly
seconded. The motion carried unanimously.

Trustee Nicole Washington, Chair, adjourned the meeting.



Florida Agricultural and Mechanical University
Board of Trustees

Audit and Compliance Committee Minutes
Trustee Nicole Washington, Chair

Friday, April 8, 2016 9:00 AM
Special Meeting via conference call

Members Present: Chair, Trustee Nicole Washington, Trustee Gary T. McCoy, Trustee Craig Reed,
and Trustee Robert Woody

Trustee Nicole Washington, Chair, called the meeting to order. Debra M. Barrington, Administrative
Assistant to the Vice President, called the roll. A quorum was established.

Information ltem

Grant Thomton LLP Compllance Audit Report

Trustee Washington led the discussion related to the Informational item on the agenda. The item is the
review of the external audit performed by Grant Thomton LLP related to hiring Incentive payments and
renovatlon to the University-owned residence. The audit was directed by the Board at the October 22, 2015,
meeting. The staff followed the University's regulations regarding procurement procedures in selecting the
firm. GT was engaged by the University to conduct a compliance audit related to (1) certain hiring incentive
payments that were made to five employees and (2) the University's compliance with certain laws,
regulations, and Internal regulations and contract agreements associated with the University-owned
residence renovation projects. GT conducted the examination in accordance with standards established by
the American Institute of Certified Public Accountants. The final report was distributed to the Board on April
2,2016.

Trustee Washington recognized Jack Reagan, a partner with the accounting firm of Grant Thornton (GT), to
present the report findings. As described in the report, the examination disclosed material noncompliance
related to three of the hiring Incentive payments made during the fiscal year 2014/15 and 2015/16 fiscal
year, through March 9, 2016. The examination also disclosed material noncompliance related to one
University-owned residence renovation project from the period of December 1, 2013, untll March 9, 2016.
Accordingly, GT concluded the Unlversity did not comply with the employee hiring incentive regulations or
the University-owned resldence renovation regulations.

Regarding hiring Incentive payments, GT recommends that the University formalize rules, policies, guidelines
and procedures that make sure it complies with the Florida Statutes. GT further recommends that the Board
of Trustees periodically re-approve the delegation of the authority for the President to negotiate such
employment packages. The last time the board re-affirmed the delegation of authority was 2006, GT
recommends that such delegation be re-approved at least once every three years,

Regarding the renovations te the University-owned residence, GT recommends that the University
implement policies and procedures to insure that all renovations projects in excess of $10,000 are presented
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to the Board of Trustees for prior approval. It is further recommended that the Board of Trustees update its
own policles and procedures to insure and require that any renovation projects associated with the
University-owned residence in excess of $10,000 are required to be presented to the Board of Trustees.

Acting CFO Angela Poole presented the corrective actions in order to prevent and detect internal control
weakness in the future. To address issues deallng with the employee hiring incentive regulations, the
University proposes to update the policies and procedures to Insure that only permissible funding sources,
based on Florida Statutes, are used to make compensation-related payments. In regards to the
noncompliance with the University-owned residence renovation, AFS proposes that the Vice-President for
AFS will confer with the Office of General Counsel (OGC) ensure contracts with special provisions are flagged
for each board meeting. AFS also proposes to develop an updated approach for dealing with change orders
on projects.

VP Givens provided an overview of the monitoring process for the Implementation of the corrective action
plan.

All BOT members were given an opportunity to ask questions.

Trustee Lawson asked if former Trustees Solomon Badger or Spurgeon McWilllams were contacted regarding
thelr involvement In the renovation of the University-owned residence. Mr. Reagan indicated that GT was
provided documentation from the University's Director of Physical Plant In October of 2015 that documented
a meeting occurred in March of 2014, which was characterized as a walk-through meeting between members
of University management, as well as certain members of the Board of Trustees. GT did not contact Trustee
McWilliams because, under the auditing standards, the documentation Is what is important and relevant to
the auditing standards, and that verbal and nonverbal recollections are insufficient to allow a determination
of compliance or noncompliance.

Trustee Woody Indicated it was apparent that, when it was decided to give hiring Incentives, the President or
the administration did receive council or advice from resources within the university. There is a need to
Improve communication between the Board and the Administration. President Mangum responded that it Is
customary to offer hiring incentives for executive level positions In higher education. President Mangum
believes the concern is whether the hiring incentives were properly sourced at the time they were paid, not
that there was anything wrong with actually providing a salary or a hirlng incentive In the form of salary.
Trustee Washington agreed with President Mangum's position. Trustee Woody indicated his question was
answered.

Trustee Lawson asked Mr. Reagan questions related to specific purchase orders for the University-owned
residence. Trustee Lawson noted that, at the time of the initial discussion of this matter, two senior staff
members advised that some of the items were in direct violation of the President’s contract; however, GT
concluded that these items are part of a larger project. GT verified that there were two separate projects:
one for the renovation of the home and one for the construction of the garage. The project associated with
the home was approved prior to April 1, 2014. Because the language in the President's employment
agreement indicates project cost, only the garage project with a cost greater than $10,000 occurring after
Aprll 1, 2014 resulted in the material noncompliance.

Trustee Carter expressed concern that the University needs to review Its policies and procedures to insure
that it has necessary policies and procedures in place to provide the necessary authority to adhere to the
fiduciary responsibilities as it relates to the University. There Is a need to make sure that the process Is
transparent. Chair Washington agreed with Trustee Carter's assessment that the Board needed more
discussion about the policies and procedures, which documents should be reviewed, or what resources might
be needed to assist in working through some of these issues. Trustee Moore concurred with the comments
shared by others.



Trustee Moore inquired whether the provision of bonuses or incentives within the SUS System Is common
practice, or more of a universal practice, and that FAMU's failure was making sure that the resources were
avallable to address the obllgations incurred by executing those agreements. Mr. Reagan indicated, based on
GT's experience, such packages as these are routinely granted during the employment process.

Trustee Warren indicated it [s apparent that, as the audit points out, there was not a strict adherence to
existing policies and procedures. Internally, the organization needs to have a system by which all policies and
procedures are put on some kind of tickler for perlodic review, which could be a two to three years review,
Chair Washington requested that Chair Warren consider a conversation be held at the next board meeting
around scheduling a review of University procedures and making sure that the University becomes in a better
position to move forward. Trustee Warren, concurred with Chair Washington,

Trustee McCoy asked whether the University has a process to determine if an issue is a simple bockkeeping
error or a procedural error prior to launching a full audit on Issues of this nature. VP Givens responded that
the audit was directed because the [ssues came to the University's attentlon through some external sources
and the Board decided to direct an outside audit.

Trustee Lawson added that the ratlonale for going external versus internal was, prior to this October 22, 2015
discussion, on a separate issue, our own Internal auditor had expressed concerns of undue influence by the
Administration. Therefore, in an effort to make this as fair for both parties (the Board and the President), it
was decided the best thing to do would be to go with an external firm to avoid any appearance of any
influence by the Administration on the outcome of the audit process.

Trustee Washington shared that the next step is for the Audit Committee to accept this report In the next
meeting as an action item, and the Committee will also come up with a number of recommendations to take
to the full board for consideration during the full board meeting subsequently. The Board will work with VP
Glvens to determine the effort that would go into scheduling the process so the Audit Committee has
recommendations to provide to the board. Any other questions or recommendations should be directed to
VP Givens, and the Committee will be diligent to make sure that the result of this is something productive
and helps the University insure that the policies and procedures are adequate and will put the University in
the best position possible. The next Committee meeting will be in June 2016.

Trustee Nicole Washington, Chair, Adjourned the meeting.



i Florida Agricultural and Mechanical University
Board of Trustees Action Item

Meeting Date:__June §, 2016 Agenda item Il

tem Origination and Authorization

Policy Award of Bld Budget Amendment Change Order
Resolution Contract Grant Other
Action of Board
Approved Approved wf Conditions ___ Disapproved Continued Withdrawn
Subject: Acceptance of Grant Thornton Report

The Audit Committee accepts the Grant Thornton Report as presented. The report was provided to the Board
April 2, 2016. The Audit Committee met April 8, 2016 to discuss the report.

Recommendations:
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANT
Auk; « Tat « ftvary
Or Therntem LLP
X Jain iyl Shwel. Bts 400
Alcardila, VA 2145248
Board of Trustees vy

Flosids Agricultural snd Mechanical (A8M) Universiy e Ttz om

We have exumined Florids AMM Univenity's ("FAMU™ or the "Univenity") compliance with
the lawn, regubitinns, contrect igreement, aod internal regulations idenrified below for the
hiriog inceative payments mide dusing the 2014-2035 fiseal year and 2015-2016 Escal year
through March 9, 2016 1o five employeey (Provent, Vice President (VIP) Finance and
Adminiztration, Athbetic Director, Director Acudemic wod Support Services, and Auismnt VP
for Alommi Affuin), Collectvely these iz, regulsGons, contruct sgreement and intermal
regulationy are refeored 1o as "emplopes biring incentive regulstions™

¢ Board Of Trustees (BOT) Opemating Procedures (2.3)

» BOT Policy 2005-19 3)

* Florich Stanute Sexzion 215.425 (1), (2){a), end ()

» Florids Strute Section 1012.976 (3)

¢ Univertity Reguhtion 1.021 {¢)

* University Regulation 10.102 (14)

* Uaivensity Regulation 10.105 (3)(i)), ()()G), a0d ()b)e)

We abso have cxamined the University’s complisnce with the following brws, regubstions,
enqtrict sgreementy, and intemal regubidons related 1o pagmenis for renovations (o the
Univexity owned residence from December 1, 2013 to March 9, 2016, Colkctively theac lrus,
regustions, contract agreemmnts snd intemal reguiatons are referred to a3 “University awned
residence renovation reguladons™

* BOT Policy 2005-06

» BOT Policy 2005074 (I1J) sad (IV)

» FAMU Fag§tis Ploasiag ¢ Coattrectivn Profirsissal Servives Gaids, “Section 4 Sckeetion of
Professional Services™

* Flarids Statute Section 207.055 (2)()

¢ Florids Statute Section 207,017

* The Unhwensity Presidenr’s Employment Agreement, dated Aprdl 1, 2014, seciion 6.2

ol Pt LLP
8 B It ot Tl bwessbemns § o



Q GrantThornton :

Munagement is responsible for the Univessity’s compliance with the employee hiring incentive
regulstions and University owned residence renovation regulations. Our tesponsibility is to
express an opinion on the University’s compliance based on our examination.

Our cxamination was conducted in accordance with attestation standards established by the
Amenican Institute of Certified Public Accountants and, accordingly, incloded examining, on 2
test basis, evidence about Univemity’s complisnce with the employee hiring incentive
regulations and the University owned resideace renovation regolations and performing such
other procedures 25 we considered necessary in the circumstances, We believe that our
exsmination provides a rexsonshle basis for our opinion. Our examination does not provide 2
legal determination on Univessity's compliance with specified requirements.

As described in Appendix A, our examination disclosed matesial noncompliance related 1o
three employee hiring incentive payments made during the 2014-2015 fiscal year and 2015-2016
fiscal year through Maxch 9, 2016.

Also, 15 described in Appendix B, our examinstion disclosed material noncompliance related to
one University owned residence renovation project during the period from December 1, 2013
to March 9, 2016.

In owr opinion, because of the effect of the noncompliance described in Appendix A, the
Univezsity has not complied with the aforementioned employee hiring incentive regulations
during the 2014-2015 fiscal year and 2015-2016 fscal year theough March 9, 2016, Fusther, in
our opinion, because of the effect of the noncompliance described in Appendix B, the
University has not complied with the sforementioned Univertity owned residence renovation
regulations dusing the period from December 1, 2013 1o March 9, 2016.

This report is intended solely for the infosration and use of University mansgement and BOT
and is not intended to be, and should not be, used by anyone other then these specified parties,

Cymﬁﬂorm Ly

Alexandria, VA
March 9, 2016

Glard Theriom LLP
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0 GrantThornton A

Appendix A: Material noncompliance with
employee hiring incentive regulations

Condition
The University President used her BOT delegated authority to negotiste and execute certain

employment sgreements. The University incarred the following employee hiting incentive costs
during the 2014-2015 fiscal year and 2015-2016 fiseal year through March 9, 2016.
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iade L% f i e el EARE Boundarcn
Direclor, Acaderne 5,000 [ 10/30/2014 1172512014
Supnezendoas ] kS e ) e b .
Z | VP Finance snd 87717014 $75,000 HARRIT 1 V2602012
Administration . b - L :
3 "P‘?a%ﬂm_wu‘ {ineizoia §15.000 211016 121772015
_Academic Aflairg R . -
4| Assistant VP for Alumnl | 4872015 §5,000 SRA2016 121772015
Affulrg i 3
§ | Dieclorof | BhBR01S [ S25000 7T &/20/2015 -L'ﬁnmms
| . _i Inlercabiegiale Alhlelica Sl i

Table 1: Employee hiring incentive paymeats

We identified three hiring incentive payments where the University did not comply with Florida
Statute Sections 215425 and 1012.976. Particularly, two of the Eve hiring incentives (Table 1,
Numbers 1 1ad 3) were wholly paid with Educution and General (B&G) o state appropristed
funds, and the other hiring incentive (Table 1, Number 5) was paid with restricted trust funds.
The dollar amount of the three payments totaled $45,000. Additionally, none of the five
employment agreements were reviewed and approved by the BOT. We determined that all five
payments were subsequently reimbursed by the FAMU Foundation.

Criteria
Florida Statute Section 215.425 — (Extra compensstion daims prohibited; bunuses; severance
pry) states:

1) No extra compensation sholi be mad to any officer, agest, emphyre, or contractor after the
strvice bas been rendered or the controct made; mor shall awy money be appropriated or paid on amy
elaieg the tulyect matter of which ba; not been provided for by preexistiag laws, uwbess mch
@pensalion or daim is aflowed by o low enacted by two-ihirds of the members elected 1o each bouse of
the Lagickaturs. Hosever, when adopting salory sobedules for a fisol year, a district scbool board or

Orwes Thoriart LLP
U'S mprlem ern of Or el Tharnior, bnferwgierad LI



O GrantThornton A2

communily collge district board of irustees may apply the sohedwle for payment of ol services rendered

subsequent 1o Juky 1 of that fiscal year.

{2)  Thir nection does ot apply fo:
() A bonus or ssveronee pay that is paid wholly from noatax revenses and ronstate-
approprioted funds, the payment end receipt of which does wot otherwise viaiate part JIT of
cbapher 112, and which i paid fo on offieer, agent, empleyet, or contractor of a public
bospital that ir operated by a county or @ special disivici; or... " As stated abose, Section
215,425, F.5. [Fhrida Stature], permits payroent of bonuses wholly from wostax and non-
Hale appropriafed funds. Acordingly, payrent of bonsuses from appropriated funds i in
solation of this statses.”

Floride Statute Section 1012976 — (Remmuneration of state university administration employess;
limitations) states:

(1)fg)  “Remmneration’ means solery, bonsses, and casb-equivalent ompensation paid fo a sats
smivernity adssisirtrative emplyyee by his or ber emplayer for work performed, excloding beakh
insurance benefits ond ntirement besefits. ... Eoaxption. — TNx section does ot probikit any party
Jrom providing earb or rasb-+quivalent compeasation frow funds that are not appropriated siate  fumds
1o o fate university eduinisirotive emplyes in cxcess of the Kewit in subsection (2). 1f a party ir
smable or sunwilling to fulfill an abligation to provide eash or casbeguivalent corpensation o a state
smiversily adminisirative eexployee as permitted wader this submetion, gppropriated state fimsds may nof
be sused vo fulfill such obligation. Thir section does ot apply to wmiversity tearbing foauly or medicol
selool facowlly or safll”

Effect
The University did not matexially comply with Florida Starute Sections 215.425 and 1012.976.

Cause

The Univemsity’s intemal regulations were not sufficieatly specific to indicate that such
employment hiring incentive payments should not be made directly from Univessity E&G
funds and that payments should not be made until Foundstion funding js available in the
Univessity's general ledger cost center. Further, there was no formal sgreement berween the
University and the FAMU Foundation in advance of these payments 1o indicate that such
paymeots would be reimbursed by the FAMU Foundation.

Recommendations
Grant Thornton recommends that the University:

* Develop formalized rules, polices, guidelines and procedures to require complinnce with
Florids Statute Section 215.425 and 1012.976.

* Establish policies, procedures and guidelines thar assist accounting and budget pessonnel in
propedy determiniag the source of funding to be used for such employee hiring incentive

payraents.

Gaimend Thesrri e LLP
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* Establish policies, procedures and guidelines that assist budget personnel in propery
verifying that Foundation fonds are available in the University’s general ledger cost center
pdos to disbursement.

* Obtain BOT approval for all senior employmeat agreements prior to execution.
* BOT should pedodically re-approve the delegation of suthority and the period of such se-

approval should not exceed 3 years. The BOT last reaffirmed the University President’s
delegated employment agreement autharity during fiscal year 2006.

Gl Thowdm LLP
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Appendix B: Material noncompliance with
University owned residence renovation
regulations

Gt Thorrian LLP
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@ GrantThornton B4

The University established a separate garage project with an original budget of $60,000.00
which was reviewed and approved on May 21, 2014. Howeves, the original project, PO and
subsequent change order were initiated after April 1, 2014 and io excess of $10,000. The
following details the wansactions:

¢ Onrginal PO No. 127726 was initiated and approved on June 17, 2014, This PO was in the
amount of $65,201.00. The PO was approved by the Project Manager and Associate
Director.

¢ Chaage Order No. 1 was initiated and approved on Febnrary 16, 2015. This change order
revised the PO number to No. 134853, This change order increased the PO amount by
$6,328.00. The change ordex wus spproved by the Project Manager and Assodate Directaor.

The exception amount is the total project amount of §71,529.00 because the total amount is in
excess of §10,000 and initiated after Apsil 1, 2014 without BOT approvil

Criterln
The Univessity President’s Employment Agreement, which was effective Apsil 1, 2014, Section
6.2 “Housing” offers the following provision relevant to this examination (psge 3):

(The President) sbatl obtain prior approval from ibe Boord (or its designes) for amy agpital
improrements or repoirs to the basme or its grownds which have a project mst aper $10,000.

Efect
The University did not comply with the provisions of the President’s Employment Agreement
regarding the repovagons 1o the Univertity owned residence.

Cause

The results of 2 walkthrough meeting in March 2014 between the University’s Intedim VP of
Administration and Financial Services and the BOT Facilities Planniog Chairman was not
formally documented. At that walkthrough meeting, the BOT member recommended that 2
grrage be added to the University owned residence. This meeting was subsequently
documented by the Univessity’s Dixector of Physical Plant in October 2015; however, no
formal BOT approva) of this project was documented.

University policies and procedures are insufficiently designed to require and monitor that
University owned residence renovation projects greater than $10,000 starting aftec Apail 1, 2014
are reviewed and approved by the BOT pror to execution.

Further, BOT policies and procedures are insufficiently designed to require and monitor that
University owned residence renovation projects greater than $10,000 are reviewed and
approved by the BOT prior to execution.

Recommendstions

Grant Thornton recommends;
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o GrantThornton s

* The Fadilities Planming and Construction Department implement policies and procedures
and communicate them to process owners to require and monitor that Univessity owned

residence renovation projects in excess of $10,000 are preseated to the BOT for approval
prior to execution.

* The BOT update and implement policies and procedures and communicate them to process
evwners to require and monitor that University owned residence renovation project in excess
of $10,000 are presented to the BOT for approval prior to execution.
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Florida Agricultural and Mechanical University

C
Board of Trustees Action Item
Meeting Date:_ June 8, 2016 Apenda tem v
ltem Orgination and Authorization
Policy Award of Bid Budgel Amendment Change Order_____
Resolution Confraci Granl Other,
Action of Board
Approved Approved w/ Conditions ___ Disapproved Continued Withdrawn
Subject: Approval of Recommended Actions in Corrective Action Plan for Board Approval

Recommendation: The following recommendations made in the report require BOT action,

Hiring Incentlves:

* Adopt a policy requiring BOT approval for all senior employment agreements prior to execution
¢ Adopt a policy requiring BOT to periodically approve delegation of authority

Residence Renovations:

* Update and implement policies and procedures and communicate them to process owners to require
and monitor that unlversity-owned residence renovation projects in excess of $10,000 are presented to
the BOT for approval prior to execution (management letter)

* Adopt a policy to establish a purchase order dollar thresheld requiring approval by the President.
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Florida Agricuitural and Mechanical University
Board of Trustees

AUDIT COMMITTEE MATERIALS
JUNE 9, 2016

APPROVAL OF RECOMMENDATIONS IN GRANT THORNTON REPORT
The following recommendations made in the report require BOT action.

Hiring Incentives

¢ Adopt a policy requiring BOT approval for all senior employment agreements prior to execution
¢ Adopt a policy requiring BOT to periodically approve delegation of authority

Residence Renovations

* Update and implement policies and procedures and communicate them to process owners to
require and monitor that university-owned residence renovation projects in excess of $10,000
are presented to the BOT for approval prior to execution (management letter)

¢ Adopt a palicy to establish a purchase order dollar threshold requiring approval by the
President.

11



Florida Agricultural and Mechanical University
Board of Trustees

REPORTS RELEASED

e Hiring Practices #15-10-0007

* It was alleged that university procedures were not followed in hiring the Assistant Director at
the Research Extension Center within CAFS. The allegation was not substantiated.

s Tree-Cutting at Personal Residence #15-08-0008

* Acontractor who was hired to cut trees at Quincy Farms also cut trees at a personal residence
which was paid by the University. The allegation was not substantiated.

* Passing Score for Nursing Proficlency Examination #16-03-0004 & 16-03-0005

* Nursing students alleged the University changed the passing score for the proficiency
examination without authorization and they were not properly informed regarding the passing
score required for graduation. The allegation was not substantiated.

*  DRS Grade Change #15-06-0004

* It was alleged that the Superintendent changed the grades of two students. Although the
Superintendent was authorized to change grades, the process for the grade change was flawed.

o CAFS Stipends #15-10-0003

* Stipend checks were requested and approved even though the individuals were ineligible to
recejve the checks. The allegation was not substantiated.

e CAFS Time and Leave # 15-08-0002

* An Other Personal Services (OPS) student employee was enrolled in class during the same times
as reported on the time sheet, and worked more hours than allowed for OPS students under
University Regulations. The allegation was substantiated.

»  Unauthorized Payment Approval #16-04-0003

* The School of Allied Health approved an invoice of $14,584 for payment even though the goods
had not been received at the time the payment was approved. Although approval was made by
the School of Alfied Heaith, payment was not made.

¢ Foundation Scholarships Awarding Process # 15-03-0002

¢ Astudent applied for numerous scholarships for which she was not awarded the scholarship and
alleged the awarding process was flawed. The allegation was not substantiated.

COMPLAINTS RECEIVED

From March 1, 2016 through May 10, 2016, 13 complaints were received, of which 4 were closed
with no investigation and 4 were referred to other agencies or departments for investigation.
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Florida Agricultural and Mechanical University
Board of Trustees

REVIEW OF AUDITOR GENERAL AUDIT REPORT

The Auditor General performs annual audits of the financial statements and federai awards programs of
the University. These audit reports for the year ended June 30, 2015 were released in March 2016.
There were no findings in either of the audits. The Auditor General has started the operational audit of
the University for the period ended March 31, 2016. The expected completion date is Fall 2016.
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