RIVERSIDE: AUDIT & ADVISORY SERVICES

July 20, 2006
To: Patrick V. Reed
Umiversity Auditor
Subject: Review of UCR Chancellor’s Administrative and University House Funds
Ref: R2006-E2
As requested, we have completed our Review of UCR Chancellor’s Administrative and
University House Funds. Our report is attached for your review.

Should you have any questions concerning the report, please do not hesitate to contact

o

Michael R. Jenson
Director
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MANAGEMENT SUMMARY

Based upon the results of our limited work performed within the scope of the
audit, it is our opinion that, overall, the Chancellor’s Administrative and
University House funds are generally in compliance with applicable Univetsity
policies and procedures. No reportable conditions were identified.

INTRODUCTION
A. PURPOSE

UC Riverside Audit & Advisory Services, under the direction of the
University Auditor, performed a limited 1eview of the Chancellor’s
administrative and University House maintenance expenses for general
compliance with applicable University policies and procedures

BACKGROUND

In 1ts effort to provide greater oversight and understanding about UC
compensation policies and practices, the UC Regents Chairman and UC
President ordered an independent audit of current compensation
arrangements and departure packages for all positions that now require
compensation approval by the Regents. In addition, the UC President
requested the University Auditor to conduct regular, tandom audits of the
Chancellor’s administrative and University housing maintenance expenses
to ensure compliance with University policy.

The Chancellor receives annual unrestricted UCOP fund allocations for
Administrative and University House purposes. Fiscal Year 2004-05
UCOP allocations to the Administiative and University House funds were
$25,800 and $91,980 (includes $8,880 in one-time termite mitigation
wotk), respectively.
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SCOPE

Audit & Advisory Services conducted an internal control evaluation and
performed limited procedures on Fiscal Year 2004-2005 activity for the
Chancelior’s administiative and University House maintenance expenses.
The audit work performed included, but was not limited to the following:

e Performed overview procedures and detailed transaction testing to
evaluate general compliance with University policies and procedures
and adequacy of internal controls.

e Conducted an analytic review of payment listings.

e Toured the entire University House and grounds

¢ Conducted interviews and completed operational questionnaires
concerning the Chancellor’s administrative and University House
maintenance activities.

¢ Reviewed campus readiness for compliance with the recent University
House policy (UC Business and Finance Bulletin G-45).

INTERNAL CONTROLS AND COMPLIANCE

As part of the review, internal controls were examined within the scope of
the audit.

Internal control is a process designed to provide reasonable, but not
absolute, assurance regarding the achievement of objectives in the
following categories:

effectiveness and efficiency of operations
* reliability of financial reporting
* compliance with applicable laws and regulations

Substantive audit procedures wete performed from January to June 2006
Accordingly, this evaluation of internal controls is based on our
knowledge as of that time and should be read with that understanding.




