SECTION: 15

BOARD OF REGENTS | pare:
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RECOMMENDATION

FEDERAL SINGLE AUDIT FINANCIAL REPORTS
FOR THE YEAR ENDED JUNE 30, 2019

ACTION REQUESTED

It is recommended that the Board of Regents receive and place on file the Federal Single Audit
Financial Reports for the year ended June 30, 2019.

STAFF SUMMARY

The U.S. Office of Management and Budget (OMB) requires an annual audit and report of compliance
with the requirements of federal award programs. Plante Moran, PLLC, Eastern Michigan University’s
independent auditor, conducted the audit and provided their opinion. In their opinion, the University has
complied, in all material respects, with the requirements that could have a direct and material effect on
each of its major federal programs year ended June 30, 2019.

On page 5 of their opinion, Plante Moran reported that during the course of their audit they identified
one significant deficiency in internal control. This deficiency was related to the University’s failure to
timely report changes in student enrollment status to the National Student Loan Data System. A similar
deficiency was identified in the 2017 & 2018 audit reports. The University has instituted corrective
actions for the identified deficiency. Further details regarding the significant deficiency can be found
beginning on page 14 of the Supplemental Information report. Plante Moran did not identify any
material weaknesses in internal control during the course of performing this federal award audit.

FISCAL IMPLICATIONS
None
ADMINISTRATIVE RECOMMENDATION

The proposed Board action has been reviewed and is recommended for Board approval.
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

Independent Auditor's Report

To the Board of Regents
Eastern Michigan University

We have audited the financial statements of Eastern Michigan University, a component unit of the State of
Michigan, and its discretely presented component unit {the "University") as of and for the year ended June 30,
2019 and the related notes to the financial statements, which collectively comprise the University's basic financial
statements. We issued our report thereon dated October 25, 2019, which contained an unmodified opinion on the
financial statements. Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the basic financial statements. We have not performed any procedures with respect to the
audited financial statements subsequent to October 25, 2019.

The accompanying schedule of expenditures of federal awards is presented for the purpose of additional analysis,
as required by the Uniform Guidance, and is not a required part of the basic financial statements. Such information
is the responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
financial statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is fairly
stated in all material respects in relation to the financial statements as a whole.

December 18, 2019



Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards

Independent Auditor's Report

To Management and the Board of Regents
Eastern Michigan University

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the basic financial statements of Eastern Michigan University, a component unit of
the State of Michigan, and its discretely presented component unit (the "University") as of and for the year ended
June 30, 2019 and the related notes to the financial statements, which collectively comprise the University's basic
financial statements, and have issued our report thereon dated October 25, 2019. The financial statements of
Eastern Michigan University Foundation were not audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

in planning and performing our audit of the financial statements, we considered the University's internal controf
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the University's internal control. Accordingly, we do not express an
opinion on the effectiveness of the University's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstaterments on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the University's financial
statements will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the University's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.



To Management and the Board of Regents
Eastern Michigan University

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the University's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Govermnment Auditing
Standards in considering the University's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

October 25, 2019



Report on Compliance for Each Major Federal Program and Report on Internal Control Over Compliance Required
by the Uniform Guidance

Independent Auditor's Report

To the Board of Regents
Eastern Michigan University

Report on Compliance for Each Major Federal Program

We have audited Eastern Michigan University's, a component unit of the State of Michigan (the "University"),
compliance with the types of compliance requirements described in the U.S. Office of Management and Budget
(OMB) Compliance Supplement that could have a direct and material effect on each of the University's major
federal programs for the year ended June 30, 2019. The University's major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its
federal awards applicable to its federal programs,

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the University's major federal programs
based on our audit of the types of compliance requirements referred to above.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Govermnment Auditing Standards,
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (the "Uniform Guidance”"). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the University's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a legal determination of the University's compliance.

Opinion on Each Major Federal Program

In our opinion, the University complied, in ali material respects, with the types of compliance requirements referred
to above that could have a direct and material effect on each of the major federal programs for the year ended
June 30, 2019.

Report on Internal Control Over Compliance

Management of the University is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the University's internal control over compliance with the types of requirements that
could have a direct and material effect on each major federal program to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal contro! over
compliance. Accordingly, we do not express an opinion on the effectiveness of the University's internal control
over compliance.



To the Board of Regents
Eastern Michigan University

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies, and, therefore, material weaknesses or significant deficiencies
may exist that were not identified. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, we identified a certain deficiency in internal control over
comphliance, described in the accompanying schedule of findings and questioned costs as Finding 2019-001, that
we consider to be a significant deficiency.

Eastern Michigan University's response to the internal control over compliance finding identified in our audit is
described in the accompanying schedule of findings and questioned costs. Eastern Michigan University's response
was not subjected to the auditing procedures applied in the audit of compliance, and, accordingly, we express no
opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

December 18, 2019
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Schedule of Expendiures of Federal Awards {Continued)
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Schedule of Expenditures of Federal Awards (Conninued)
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Eastern Michigan University

Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2019

Note 1 - Basis of Presentation

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of Eastern Michigan University (the “University”) under programs of the federal government for the
year ended June 30, 2019. The information in the Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (the "Uniform Guidance”). Because the
Schedule presents only a selected portion of the operations of the University, it is not intended to and does
not present the financial position, changes in net position, or cash flows of the University.

Note 2 - Summary of Significant Accounting Policies

Expenditures reported in the Schedule are reported on the same basis of accounting as the basic financial
statements. Such expenditures are recognized following the cost principles contained in Title 2 U.S. Code
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are limited
as to reimbursement. Negative amounts shown on the Schedule represent adjustments or credits made in
the normal course of business to amounts reported as expenditures in prior years. Pass-through entity
identifying numbers are presented where available.

The University has elected not to use the 10 percent de minimis indirect cost rate to recover indirect costs,
as allowed under the Uniform Guidance, since the University has an approved indirect cost rate through
its cognizant agency.

Note 3 - Adjustments and Transfers

As allowable and in accordance with federal regulations issued by the U.S. Department of Education,
during the year ended June 30, 2019, Eastern Michigan University carried forward $51,802 and $48,891 of
Federal Supplemental Education Opportunity Grant Program (84.007) and Federal Work-Study Program
(84.033) funds, respectively, from 2018-2019 to 2019-2020. In addition, the University carried forward
$20,665 of Federal Work-Study Program funds from 2017-2018 funds that were spent in 2018-2019.

Note 4 - Loans Balances

During the fiscal year ended June 30, 2019, the University issued new loans to students under the William
D. Ford Federal Direct Loan Program (FDLP). The loan program includes subsidized and unsubsidized
Stafford Loans, Parents’ Loans for Undergraduate Students (PLUS), and PLUS loans for graduate and
professional students. The value of loans issued for the FDLP is based on disbursed amounts. The
undergraduate PLUS loans are applied first to students' tuition and fees, and any remaining balance is
disbursed directly to parents or, with the parents' permission, to the student.

In addition, the University participates in the Federal Perkins Loan Program through the Department of
Education and the Nurse Faculty Loan Program through the Department of Health and Human Services.
These loan programs are directly administered by the University and are considered revolving loan
programs whereby collections received on past loans, including interest, and new funds received from
federal agencies are loaned out to current students. For both of these programs, the beginning of year
balance and loans made during the year are disclosed in the schedule of expenditures of federal awards.
The balance of loans outstanding for the Federal Perkins Loan Program as of June 30, 2019 amounted to
$5,237,260. The balance of the loans cutstanding for the Nurse Faculty Loan Program (nen-ARRA) and
the Nurse Faculty Loan Program {ARRA) was $285,670 and $28,954, respectively, as of June 30, 2019.
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Eastern Michigan University

Schedule of Findings and Questioned Costs
Year Ended June 30, 2019

Section | - Summary of Auditor's Results
Financial Statements
Type of auditor's report issued: Unmodified

Internal control over financial reporting:

¢ Material weakness(es) identified? Yes X No
¢ Significant deficiency(ies) identified that are
not considered to be material weaknesses? Yes X  None reported
Noncompliance material to financial
statements noted? Yes X  None reported
Federal Awards

Internal control over major programs:

+ Material weakness(es) identified? Yes X No

« Significant deficiency(ies) identified that are
not considered to be material weaknesses? X  Yes None reported

Any audit findings disclosed that are required to be reported in
accordance with Section 2 CFR 200.516(a)? X Yes No

Identification of major programs:

CFDA Number Name of Federal Program or Cluster Opinion
84.007, 84.033, 84.038, 84.063,
84.268, 84.379, 93.264, and 93.408 Student Financial Assistance Cluster Unmodified
84.287 21st Century Community Learning Centers Unmodified
Dollar threshold used to distinguish between
type A and type B programs: $750,000
Auditee qualified as low-risk auditee? X Yes No

Section Il - Financial Statement Audit Findings

Current Year None

13



Eastern Michigan University

Schedule of Findings and Questioned Costs (Continue—d)

Year Ended June 30, 2019

Section lll - Federal Program Audit Findings

Reference
Number Finding
2019-001 CFDA Number, Federal Agency, and Program Name - Student Financial Assistance Cluster -

Department of Education - Federal Direct Student Loan Program (CFDA #84.268) and Federal
Pell Grant Program (CFDA #84.063)

Federal Award ldentification Number and Year - 2019-001
Pass-through Entity - None

Finding Type - Significant deficiency

Repeat Finding - Yes

Criteria - As required in 34 CFR 685.309(b)(2), institutions must report enroliment changes to
the National Student Loan Data System (NSLDS) for students who received Title IV funds
within 60 days of the date the change in enroliment status was determined to have occurred.

Condition - Students were identified whose enrollment status changes were reported outside
the required time frame.

Questioned Costs - None

Context - Of 40 enroliment status changes tested, 2 students' status changes were not
reported within the 60-day requirement to NSLDS. One student unofficially withdrew and one
student officially withdrew from the University in the winter semester.

Cause and Effect - There were two issues related to reporting of enrollment status:

1) The first issue relates to a student who unofficially withdrew from the winter semester. The
student was included on a report run to identify all students who unofficially withdrew; however,
since this is a manual process, a clerical error occurred whereby the University failed to verify
proper reporting for this student.

2) The second issue relates to a student who officially withdrew from the winter semester. The
student was reported to the National Student Clearinghouse (NSC), which submits batch
reports to the NSLDS for enrollment reporting, by the University, but NSC had two students on
file with the affected student's social security number. Therefore, NSC did not submit this
student to NSLDS and instead sent the data back to EMU as an error file needing corrections.
EMU personnel submitting the batch uploads to NSC did not act on the error report that was
returned. As such, NSLDS was never properly updated with this student's proper enroliment
status.

Recommendation - The University should implement procedures and controls to ensure
student status changes are reported accurately and within the required time frame,

Views of Responsible Officials and Corrective Action Plan - We agree. With any manual
process, there is always a risk for clerical error. Moving forward, the employee charged with
updating NSLDS for students who uncfficially withdraw from the University will take more time
to ensure all updates are made and will perform a check to verify accuracy. In addition, as
previously discovered, error reports from NSC were not being reviewed or corrected in Records
& Registration (R & R). A new employee responsible for this area in Records & Registration
brings with her extensive NSC experience. In collaboration with the Office of Financial Aid, R &
R will identify all error reports from NSC transmissions and complete the necessary steps to
resolve them.
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December 18, 2019

To Mr. Michael Valdes, CFO
Eastern Michigan University
101 Welch Hall

Ypsilanti, M| 48197

Dear Mr. Valdes:

Enclosed are your annual single audit report and documents for the year ended June 30, 2019.

To assist you in determining the distribution requirements of your annual reports, we have
summarized the filing requirements below. In general, please ensure that the financial
statements are included with any distributions of the single audit report.

The single audit report package (as referred to below) includes the following:

Financial statements

Single audit report

Summary schedule of prior audit findings prepared by Eastern Michigan University
Corrective action plan prepared by Eastern Michigan University

Single audit filing requirements:

We are in the process of preparing the data collection form on your behalf.

Before your data collection form can be certified and submitted to the FAC, you will need to
prepare a corrective action plan and summary schedule of prior year audit findings on your
organization’s letterhead. A corrective action plan should address each audit finding
included in the current year single audit report. It must provide the finding reference number,
name(s) of the contact person(s) responsible for corrective action, the corrective action
planned, and the anticipated completion date. The summary schedule of prior audit findings
should address each prior year finding. It must provide/identify the prior year finding
reference number, fiscal year in which the finding initially occurred, CFDA number, program
name, a description of the original finding, the status of the finding (e.g., corrected, partially
corrected, or unresolved), and the planned corrective action if the finding has not been
corrected. If you have not already done so, please provide us with this corrective action plan
and summary schedule of prior audit findings, on letterhead, as soon as possible to include
in the uploaded reporting package to the FAC.

We will upload the entire reporting package electronically to the FAC. You no longer need to
send any hard copies of the reports to the clearinghouse.

You will need to electronically certify the single audit data collection form. You will receive
an automated email from the clearinghouse with certification instructions. In order to certify,
you will need to ensure the certifying official at your organization has set up a personal
account within the Internet Data Entry System (IDES) being used by the FAC for these data
collection form filings.



To Mr. Michael Valdes, CFO December 18, 2019
Eastern Michigan University

Additional filing requirements for public colleges and universities:

e One copy of the financial statements and single audit report will be provided to you in PDF
format to include in your U.S. Department of Education eZ-Audit online filing. Please let us
know if you would like us to email these PDF files to you or if you would like us to post to eZ-
Audit directly. Please note we can only do the latter option if you have already provided a
Plante & Moran, PLLC representative with access and a password.

» Additional copies of the single audit report package should also be mailed to those State of
Michigan departments and/or agencies designated in your state funding bill.

Securities and Exchange Commission:

Please be advised that, because you have issued bonds after July 1, 1895, you may be
required to submit information, including your annual financial statements, to the Municipal
Securities Rulemaking Board (MSRB). Submissions must be made electronically in PDF format
to the Electronic Municipal Market Access (EMMA) system {(www.emma.msrb.org). In addition,
you are obligated to provide continuing disclosure documents to a State Information Depository
(SID) if required by applicable state law or by an outstanding continuing disclosure agreement in
effect prior to July 1, 2009. The SID for Michigan is:

Municipal Advisory Council of Michigan
Buhl Building - 535 Griswold, Suite 1850
Detroit, Ml 48226-3699

In addition to the report submission requirement, it is also likely that your bond documents
(either the bond awarding resolution or the bond official statement) may have committed you to
make additional nonfinancial disclosures (such as population, taxable valuation, millage rates,
and other demographic data). As a result, there may be additional information required to be
sent to the above repositories (which will also have a due date - often 180 days after year end).
Please contact your bond financial advisors to determine if these disclosure requirements apply
to you. If you, your bond counsel, or financial advisors need assistance in supplying the
appropriate information, please contact us.

Thank you for the opportunity to serve as your auditors. Please contact us if you have any
questions regarding these filing requirements.

Very truly yours,

Plante & Moran, PLLC





