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Summary 

“Departmental Audits” is in the Annual Internal Audit Plan for Fiscal Year 2018, as approved by the 
Audit Committee of the Arizona Board of Regents.  Due to the varying nature of departments across 
Northern Arizona University (University) and limited Internal Audit resources, we approached the audit 
as an analysis of data across all departments. This analysis links to NAU’s strategic goals of 
Stewardship, and Student Success and Access by focusing on process improvement across the 
University. 

Background:  NAU is organized into 11 functional cabinets (excluding accounting cabinets set up for Prop 
301 and clearing purposes), each with an accountable executive who reports directly to the University 
President. The cabinets are subdivided into 62 branches and further subdivided into approximately 
1,650 departments (reflected as DEPTIDs in the PeopleSoft Financial system) established to account 
for NAU’s financial transaction alignment (approximately 1,600 DEPTIDs assigned across the 11 functional 
cabinets and approximately 50 related to the Prop 301 and clearing accounts). The Provost Cabinet accounts 
for the majority of departments and related transactions as reflected in Figure 1. 

The policies, procedures and 
practices that most impact all or 
broad groups of NAU 
departments are driven by the 
Comptroller’s Office, Human 
Resources, Contracting and 
Purchasing Services, Enrollment 
Management and Student Affairs 
(EMSA), and the Research Office 
of Sponsored Projects (OSP).  
However, department heads 
manage their activities such that 
business managers / analysts 
and other support positions under 
their direction handle all 
department activities including 
human and financial related 
transaction processing. NAU’s 
Comptroller has established an 
accounting framework for all 
financial transactions, including 
University-wide policies and 
guidelines; Human Resources 
and Contracting and Purchasing 

Services have established University-wide policies and guidelines; and policies and guidelines have 
been developed by EMSA and OSP governing enrollment and research activities in applicable 
departments. Responsibility for departmental accounting and other day-to-day tasks is generally 
decentralized with reliance on a high-level of central oversight by more centralized functions like the 
Comptroller’s Office and Human Resources. As such, departments are responsible for developing unit-
specific procedures that support and comply with the University-wide policies. 
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Audit Objectives: The primary objective was to identify and quantify University-wide internal control 
related risks associated with NAU’s decentralized department accountability structure. Given NAU’s 
new enterprise risk management focus, it is important to note that risks represent both challenges and 
opportunities, and this analysis attempted to identify challenges and opportunities related to the 
improvement of processes across all University departments. 

Scope: Statistical data was gathered primarily from fiscal year 2017, with some data analyzed through 
calendar year 2017 when deemed necessary and applicable to ensure a proper understanding of trends 
and other analysis indications.  

Methodology: The following procedures were performed to accomplish the audit objectives: 
 Obtained available University-wide data from PeopleSoft Financials, PeopleSoft Human 

Resources and Enterprise Reporting queries. Queries were developed in the Comptroller’s Office, 
Human Resources, Institutional Research and Analysis, and the Office of Sponsored Projects. 

 Analyzed and reviewed the data for reasonableness; 
 Performed calculations by cabinet, department and control to quantify various statistics in an effort 

to determine internal control risks across departments (see Exhibit A for more details). 
 Interviewed administrators and completed validation procedures when necessary to confirm data 

results and ensure proper understanding of results analyzed; and, 
 Where applicable, identified areas of focus for future audit and review consideration. 

 

The analyses were conducted in conformance with the International Standards for the Professional 
Practice of Internal Auditing promulgated by the Institute of Internal Auditors and accordingly, included 
such tests considered necessary under the circumstances. 
 

Conclusion:  
 

Controls 
Assessed 

0 4 3 

The analysis provides important insights into the nature of information available in the 
University’s databases and thereby identified a number of areas for continued 
analysis and benefit to / opportunity for future risk assessment maturation and Internal 
Audit project selection.  Accordingly, related audits included in the approved Internal 
Audit Plan for Fiscal Year 2019 focus on controls requiring more detailed analysis  
related to cash and cash equivalents, information technology/systems, procurement 
card transactions, research activity and travel expenses. 

The analyses also indicate that the University’s decentralized department structure does not 
consistently support efficient, effective and compliant implementation and monitoring of key policies, 
procedures and practices across the University. Opportunities to improve controls, including potential 
operational restructuring, include: 
 Reorganization of accounts payable under Comptroller oversight from the current purchasing 

reporting line. Due to the nature of the function, the need for proper segregation of duties and 
specialized knowledge is important to efficient and effective processing. The current reporting line 
provides greater opportunity for conflicts of interest and limits the expertise that can be offered to 
the accounting staff supervising and handling the day-to-day operations. 

 In addition to the approximately 1,650 departments identified in the aforementioned background 
information, departments are accounted for separately from financial transaction management 
and for human resources purposes: 211 departments have been established to account for NAU 
Human Resources oversight and management of reporting relationships. Changing this set up in 
the current information systems environment would not be cost effective. While a crosswalk was 
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developed to facilitate analysis across financial and human resources transactions, this crosswalk 
is not formally maintained. Finance and human resources should work together to maintain the 
crosswalk to facilitate internal and external reporting and decision making, especially as NAU 
focuses on reporting improvements using data dashboards and key performance development. 

 

Relative to the above opportunities, Executive Management has already initiated an analysis of service 
delivery options for the University, engaging Huron Consulting (Huron) in June 2018, and has 
established a formal Policy Management effort to improve policy and procedure development, 
application and maintenance across the University.  Huron’s related recommendations were provided 
to Executive Management in August 2018 and are being evaluated, and the impact of the Policy 
Management initiative has already begun and will continue into the foreseeable future.  The above-
noted opportunities should thereby be considered in relation to Huron’s recommendations and any 
resulting changes considered by Executive Management for NAU service delivery. 

Additionally, the following observations are detailed in this report: 
 Purchasing transactions have not been properly and timely processed, or could be subject to 

enhanced processing to improve financial outcomes and compliance with State regulations and 
University policies.  

 Vehicles registered to NAU in Fiscal Year 2017 were not routinely maintained, often missing one 
or more required semi-annual check-ups to ensure ongoing vehicle safety and reliability. 

 While formal internal control training was made available in July 2018, a formal decision remains 
pending related to requiring such training of PeopleSoft Financial users to improve the likelihood 
of accurate, compliant and timely financial transaction posting and system use. 

The control standards considered (for which data analysis sufficed to assess assurance), the related control 
environment assessment, and any related improvement opportunities (IO) are summarized in the 
following table.  

General Control Standard 
(The bulleted items are internal control objectives that apply to the general control  
 standards, which will differ for each audit.) 

Control 
Environment/
Assessment 

IO 
No. 

Pg 
No. 

Reliability and Integrity of Financial and Operational Information: 
 Property / asset records reconcile to the general ledger    
Safeguarding of Assets: 
 Nonstructural capital assets (e.g., vehicles & equipment) are inventoried.     

 Nonstructural capital assets (e.g., vehicles & equipment) are maintained.  2 7 

 Duties are properly separated to prevent or detect misappropriation.  1, 3 5, 8 

Effectiveness and Efficiency of Operations: 
 Business transactions can be efficiently reviewed and monitored to ensure 

compliance with NAU’s policies. 
 1 5 

Compliance with Laws and Regulations: 
 Procurements are made in accordance with Arizona law and NAU policy.  1 5 

 Research funds are managed according to award documents.    
 

Legend: 
Reasonably Strong Controls In Place  

Opportunity for Improvement  

Significant Opportunity for Improvement  
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We also discussed with management other potential opportunities for improved oversight related to 
analysis of the following controls for which, based on limited testing and level of analysis possible with 
the data and tools available, we were unable to make specific assurances or conclusions.   

Controls Analyzed FY19 Audit Plan 
Safeguarding of Assets:  
 Cash / Cash Equivalents: Centralized cashiering activities are segregated from other 

operations & student workers handling payments are properly trained and supervised. 
Cash* 

 Only necessary purchases are made. Research 
 Overtime, compensatory and other excess time and wage payments are managed. ** 
 Research expenditures are made in accordance with award documents. Research 
 Sick leave benefits are used as intended. ** 
Effectiveness and Efficiency of Operations:  
 All expenses are properly approved. P-Card 
 Sick and vacation leave usage is properly approved. ** 
 Procurement cards are issued to only authorized users. Research 
 Travel expenses are properly approved. Foreign Travel 
 Business managers / analysts, financial administrators and student workers are 

sufficiently trained. 
Cash/P-Card 

 Business transactions are processed efficiently and consistently. Research 
 Employee turnover is managed to minimize negative impact to process efficiency and 

effectiveness. 
** 

Compliance with Laws and Regulations:  
 Hazardous materials are limited to use in only authorized areas. *** 
 Training is provided and tracked for employees as required. Cash/P-Card 
 Travel expenses are incurred according to Arizona law and NAU policy. Foreign Travel 

Legend: 
 

* Due to the differences between departmental tracking in PeopleSoft Financials 
  and PeopleSoft Human Resources, we could not readily determine which  
 departments hired student workers to handle payment and other financial  
 transactions.  We will attempt to address this in the FY19 Cash audit. 
** Payroll and leave related controls were last audited in fiscal years 2016 and 2013. 
*** Hazardous materials related controls were last audited in fiscal year 2016. 

 

We appreciate the assistance provided by representatives from the Comptroller’s Office; Contracting 
and Purchasing Services; Enrollment Management and Student Affairs; Human Resources; 
Institutional Research and Analysis; and, the Office of Sponsored Projects. 
 

  
Karletta Jones, CPA, CIA 

Senior Internal Auditor 
Northern Arizona University 

(928) 523-6459 
karletta.jones@nau.edu 

Mark Ruppert, CPA, CIA ,CISA 
Chief Audit Executive 

Northern Arizona University 
(928) 523-6438 

mark.ruppert@nau.edu 
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Audit Results: Improvement Opportunities & Solutions 

 1. Improved monitoring of financial transactions, both centrally and departmentally, 
could improve policy compliance, improve financial outcomes, and deter fraud and 
misappropriation.      

 

Solution: The Comptroller’s Office will produce data to examine invoice payments for timeliness. 
Contracting, Purchasing and Risk Management and the Comptroller’s Office will collaborate to review 
this data, monitor the results and communicate exception trends to department heads. 

Responsible Parties: 
Wendy Swartz, Comptroller 

Becky McGaugh, AVP Purchasing 

Implementation Date: 

November 2018 

DETAILS: 

Condition: Purchasing transactions have not been monitored to ensure compliance with all State 
regulations and University policies. Exception reporting does not appear routine at either central, 
cabinet or department levels. Of 31,277 vouchers paid in FY 2017: 

 20.0% (representing 6,370 payments) were paid at least 31 days after their due date with an overall 
average of 85 days late; and, 

 33.6% (representing 9,380 payments) were paid based on a requisition created after the invoice was 
received.  

Criteria: Transactions should be efficiently and independently reviewed to ensure compliance with 
University policy and State regulations, and should be limited where technically capable to only 
allowable purchases. 

State statutes require that invoices be paid within 30 days after the receipt of goods or services 
(A.R.S. § 35-342). The State of Arizona Accounting Manual (SAAM) Topic 45 of Section 20 also 
references the statute when making disbursements, “Any agency which [sic] purchases or procures goods 
and services from a nongovernmental entity on account shall pay the account in full within thirty [30] days after 
the receipt of goods or services and correct notice of amount due in writing to the agency or shall pay interest 
on the outstanding balance at the rate prescribed in A.R.S. § 44-1201 until the account is paid in full, unless a 
good faith dispute exists as to the agency’s obligation to pay all or a portion of the account.” 
Unless related to an apparent and identifiable emergency, prior to processing purchase requests, a 
purchase requisition should be created, independently reviewed, and approved to validate the 
necessity of the purchase.  

Cause: One or more specific causes are not readily apparent; however, the following conditions 
appear related to and may magnify negative results: 
 Decentralized department processing relies, in many respects, on personnel supervised and 

evaluated by individuals more likely to be focused on department results rather NAU-wide needs. 
o Current culture appears to support finding a way to get things done for the benefit of the 

department, without regard for the impact on NAU as a whole. 
 Centralized processes and/or department specific exception reports are not used to facilitate 

consistent compliance with University policies and state regulations.  
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Audit Results: Improvement Opportunities & Solutions 

Effect / Impact: By not making prompt payment, the University is subject to lost discounts and poor 
vendor relations. Prior to fiscal year 2019, the field in PeopleSoft Financials available to track 
discounts had not been activated. Now that the field has been activated, the true impact can be 
analyzed to determine if any vendor management changes should be made. 

 

 2. Vehicle safety and longevity could be improved, and long-term maintenance costs 
reduced by ensuring semi-annual vehicle maintenance is performed and reported.     

 

Solution: Current process includes sending an email to the department contact; that is then followed 
up with a phone call if they do not schedule maintenance. A new step will be added to the process 
whereby VP / Deans are notified of vehicle maintenance lapses and periodic reports of continued 
lapses will be presented to the Executive Team by the Vice President of Capital Planning and 
Campus Operations.  

Responsible Parties: 

Erin Stam, Director of University Transit Services 
Bill March, Fleet Services 

Implementation Date: 

January 2019 

DETAILS: 

Condition:    NAU vehicles are required to have a maintenance check-up every six months with Fleet 
Services. There are 620 vehicles registered to NAU. In FY 2017, there were 330 instances whereby 
vehicles did not show up at Fleet Services for at least one of their semi-annual check-ups. 

Of these, and for vehicles controlled / managed by departments instead of by Fleet Services, 40 
departments had two or more required check-ups missed. 

Criteria:  All NAU vehicles should be inspected at least semi-annually by Fleet Services. 

While NAU vehicles are not currently supported directly by State funds, NAU adheres to State 
regulations regarding vehicle use.  In this regard Title 2 of the Arizona Administrative Code, Chapter 
10, requires maintenance on vehicles and other equipment. Additionally, ABOR Policy 7-202 states, 
“Real property utilized by the state universities shall be legally owned by or leased to the Arizona 
Board of Regents”, and as such, also implies maintaining vehicles fit for purpose. 

Cause: There is no formal directive requiring departments with department-controlled vehicles to 
service these vehicles through Fleet Services and Fleet Services does not currently follow-up with 
departments to identify when vehicle maintenance has lapsed. 

Effect / Impact: There is no assurance that all NAU vehicles are in satisfactory mechanical condition. 
In addition, a lack of routine maintenance could result in major and more costly repairs, or injury to 
vehicle occupants, resulting in undue liability to the University. 
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Audit Results: Improvement Opportunities & Solutions 
 

 3. Updated and mandatory Internal Control training could improve the overall 
PeopleSoft Financials system related control environment and ensure control 
consistency as personnel change.      

 

Solution:  The Comptroller’s Office rolled out the updated Internal Control training information on the 
NAU website in July 2018 and is developing an approach to required completion of such training 
before PeopleSoft access credentials are approved. Once the approach is finalized, a pilot(s) will be 
implemented with full implementation expected by the first quarter of fiscal year 2020. 

Responsible Parties: 

Bjorn Flugstad, CFO 
Wendy Swartz, Comptroller 

Implementation Date: 

September 30, 2019 

DETAILS: 

Condition:  The Comptroller’s Office has developed and posted Internal Control training on its 
website.  However, the information was deemed out of date as the Comptroller’s Office developed 
updates to the information and training in 2017. Additionally, this information would be very beneficial 
to individual PeopleSoft Financials users, the Comptroller’s Office and NAU as a whole in helping to 
protect University financial and other resources.  Requiring such training prior to granting PeopleSoft 
Financials access would also provide assurance the control concepts are consistently embedded in 
NAU practices as managers and staff change.  

Criteria:  If the existing training is deemed outdated, individuals accessing and applying the existing 
training may inadvertently follow approaches deemed appropriate that are, in fact, not appropriate or 
desired in the current processing environment. The revised internal control training should be made 
available to users of PeopleSoft Financials. If not made mandatory, the training should be published 
and attendance encouraged. Business managers and financial administrators should be made aware 
of how to protect the University from allegations of wrongdoing and the need to comply with federal 
and state regulations and University policies.  

Cause: At the close of audit fieldwork, the internal control training was under review and, at the time, 
a decision had not made regarding making the training mandatory or voluntary. 

Effect / Impact: If used as is, the training may not provide NAU employees with the most current 
internal control related education and best practices.  Without being published and required, 
PeopleSoft Financials users are more likely to misunderstand required control mechanisms and seek 
related work around that may violate controls, unnecessarily creating liability. 
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EXHIBIT A 

Select University-wide Statistics based on FY2017 Data 
 Count % Total PS 

Departs ▼ 

FINANCIAL TRANSACTIONS 

Departments that process cash / cash equivalents / generate revenue 229 13.9% 

Departments assigned and responsible for procurement cards 337 20.5% 

 Total procurement cards in use at NAU 934  

Departments that originate purchase orders 618  37.6% 

Departments that account for sponsored research project transactions 75 4.6% 

Payment vouchers paid late and average number of days late 20% 85 

 Number and percentage of departments with late payments 413 25.0% 

Departments processing invoices where purchase requisitions were created after 
invoice receipt 

553 33.6% 

Departments with Payments > $5,000 made on departmental purchase orders 86 5.2% 

Departments that incur foreign travel costs 94 5.7% 
 

HUMAN RESOURCES 

“Administrative” Staff as a % of total employee headcount 7.9%  

Student Employees as a % of total employee headcount 54.6%  

Average sick leave usage by employee and cabinet 

 Average sick hours per employee 
32.5 hours or 
4 workdays 

 Average sick hours per cabinet 
9,653 hours or 

1,207 workdays 

Cabinets with turnover >= 20% 5  
 

CAPITAL EQUIPMENT 

Number of departments that use and maintain NAU-owned vehicles: 80  

 Total vehicles and average number of vehicles per department 620 7 

 Number of departments with one or more vehicles with no record of annual 
maintenance 

68  

 

 ▼ Percentage of total PeopleSoft Financials Departments (DEPTIDS). 
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