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Compliance and Other Matters
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Southern lllinois University’s Response to Findings
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Purpose of this Report
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University officials stated that when a fringe benefit fixed rate is negotiated in advance for a
fiscal year (or other time period), the over or under recovery for the previous year may be
included as an adjustment to the fringe benefit cost for the next year’s rate negotiation. The four
negotiated fringe benefit rates approved subsequent to the fiscal year 2009 initial rate included
a component to cover the shortfalls incurred. However, the University improperly accounted for
the under recovery of fringe benefit expense to grant and overhead accounts as a receivable
within the University’s financial statements starting in fiscal year 2009. The carryforward
provision allowed under OMB A-21 guidance is a change in the estimate of the allowable fringe
benefit costs to be allocated to grant and overhead accounts and does not create any revenue
recognition or deferral of expenses.

Failure to properly evaluate the adequacy of receivables could result in misstatement of the
financial statements. (Finding Code No. 2013-001)
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We recommend the University evaluate the adequacy of receivables to ensure revenue and
expenses are properly recognized in accordance with generally accepted accounting standards
to improve controls over financial reporting and ensure the University’s annual financial
statements are fairly presented.
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The University agrees with the finding and recommendation.


























