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LETTER FROM
THE EDITOR
By Ron Richards
Editor

Hello readers!
Our hearts go out to all the individuals impacted by the flooding and damage in Texas,
Florida and Puerto Rico due to Hurricanes Harvey, Jose and Maria. I hope that you will be
well on the road to recovery by the time this issue is released. If you have any stories or photos
that you would like to share with the ACUA community, please send them in and we will
include them in the Winter edition. We are certainly keeping you in our hearts and prayers.
The main theme of this issue seems to be Compliance. This happened quite by accident, but
I feel it is a relevant issue at a time when institutions are becoming more proactive regarding
this topic. I think that we have an important role during this time, to keep management
focused on those areas of greatest risk. Maintaining a balance between those that read a
regulation and think, “If it does not say we can, then we won’t”; to those on the other side of
the spectrum who think, “if it does not say I cannot, then I should be able to.” Each institution
most likely has a good mix of both, with most people sitting somewhere in the middle.
Auditors can certainly play a role in helping to educate management regarding potential
actions.
Since this will be coming out following the Annual Conference, I will say that I hope you all
enjoyed your time in Phoenix.
I will repeat my two requests from previous issues:
•

Please consider submitting an article for a future issue of the Journal. We all like reading
about what others are up to, and would be most interested in reading your article. The
Journal has a good group of copy editors who can bring out the best in your idea.
o	If you have read an article, blog or column elsewhere that you think would be of
interest to Journal readers, please forward that information and we will consider
it for a future edition.

•

Secondly, I would like to include a section publishing reader’s comments or brief letters
regarding articles published in the previous edition of the Journal. Your thoughts and
contributions would be greatly appreciated and are the only thing that can make this
happen. These can be directed to Ron Richards at rrichard@westga.edu.

I, like you, am looking forward to what future issues bring.

Thank you,
Ron Richards

2 COLLEGE & UNIVERSITY AUDITOR

LETTER FROM
THE PRESIDENT
By
Sharon Kurek, CPA, CFE
President

Dear ACUA Friends and Colleagues,
I am sincerely honored and excited to have the opportunity to serve you as ACUA’s
President this year! ACUA is the greatest organization that I’ve had the privilege to be
involved with and that is because of its members and commitment of its volunteers.
I enjoyed seeing many of you at the 2017 ACUA Annual Conference in Phoenix.
The energy at the conference always serves to refuel me when I return to campus as I
know that I have the support of a vast network of professional peers within ACUA! As
discussed at the Annual Business Meeting, the ACUA Family can (and should) play an
important role in the lives of higher education internal auditors.
We have a truly unique organization that is committed to sharing knowledge, building
friendships, and raising awareness of our profession within higher education. The Board
and committees are committed to focusing our efforts on these historical strengths.
We have heard member feedback from a recent survey requesting practical guidance
to better equip members with higher education specific content. In response, we are
going to work holistically across ACUA’s committees and volunteers to assist ACUA in
delivering on its goal of being the “indispensable resource for professional knowledge
exchange and education content for internal auditing in higher education.” This
endeavor will focus on content for the ACUA resource library, risk dictionary, webinars,
journal articles, Connect ACUA, etc.
The second area of focus this year is to continue to build on prior initiatives for ACUA
to collaborate with other organizations to advance internal auditing and be a recognized
resource to higher education leaders. Our Partnerships Committee will continue to
build on ACUA’s partnerships and collaborations to raise awareness of our profession
and the value our members can offer their organizations. The more people who
understand our purpose – the greater success we all can achieve.
I would like to thank Pam Doran for her leadership as President over the past year, as
she reorganized the committee structure for improved coordination, enhanced Board
engagement through its meeting structure, and motivated volunteers through her
own commitment to service. Thanks to everyone involved with making the Annual
Conference a successful event, including the Annual Conference Director, the entire
Professional Education Committee, the track coordinators, speakers, proctors, and staff
at ACUA's headquarters.
The people that comprise ACUA is what makes this organization so special! I look
forward to working alongside of my fellow board members, committee chairs, and all
the hundreds of volunteers that accomplish the work of ACUA. In the words of ACUA’s
own, and the IIA Global Chairman J. Michael Peppers, I hope that you are encouraged
to embark on your journey with a clear sense of purpose and commitment to service.
And what better place to focus on making an impact than with ACUA?
Please get involved, volunteer, and help ACUA to move forward!
All the Best,
Sharon Kurek, CPA, CFE
ACUA President
Director of Internal Audit
Virginia Tech
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IRBs & The Common Rule:
New Challenges for Risk and Compliance
ABOUT THE AUTHORS
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INTRODUCTION:
ccurately determining emerging risks is a continuing concern for internal auditors at
colleges and universities. Auditors are regularly tasked with keeping top administrators
apprised of potential regulatory violations which could result in significant losses to
their respective institutions. How do internal auditors meet these challenges? One way is
maintaining a broad view of the threats to the institution and how to defend against these
threats. This article focuses on the emerging threat of federal regulation noncompliance and
specifically, the potential failure to comply with federal regulations regarding human subject
research.

A

There has been recent attention to complying with the new regulations regarding the
Common Rule. The Common Rule is a set of ethics regulations governing biomedical and
behavioral research on human subjects. Compliance with the Common Rule is mandatory for
federally funded projects involving research on human
subjects where the sponsoring agency has adopted the The Common Rule is a
Common Rule. More precisely, the Common Rule governs
set of ethics regulations
the operations of Institutional Review Boards (IRB) in
overseeing human subject research. Adherence to the Common governing biomedical
Rule has been made more complicated due to recent changes. and behavioral research
The changes, as stated in the Notice of Proposed Rulemaking
(NPRM), issued January 19, 2017, have established further on human subjects.
requirements in human subject research.
The Internal Audit Department of the University of Kentucky, with the assistance of the
Director of the Von Allmen School of Accountancy, recently conducted a survey of directors,
assistant directors, and other officers of departments of research integrity from 52 Research
One institutions in order to answer the following questions:
1. How are Offices of Research Integrity (ORIs) and Institutional Review Boards (IRBs)
structured within their respective institutions?
2. To what extent are external IRBs or central IRBs utilized?
3. Should research projects be evaluated internally or externally?
4. How are ORIs and IRBs planning to accommodate the new Common Rule Changes?
The answers to these and other questions should assist internal auditors in determining the
risks of noncompliance and the areas of greatest audit need.
MAJOR CHANGES TO COMMON RULE
Auditors need to be informed not only of the Common Rule but the current changes to the
Common Rule. Some of these changes (most effective January 19, 2018) are as follows:
1. Consent forms must be characterized by greater clarity, focus, and promote the research
subjects’ understanding of the project.
2. Researchers have the option of using broad consent for secondary research that uses
identifiable private information and identifiable biospecimens.
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3. Establishes new exempt categories of research projects that are low risk.
4. Requires institutions to have a single IRB for evaluating multisite research or documentation when
the single IRB is not appropriate (effective January 20, 2020).
5. Eliminates the need for a continuing review under certain circumstances.
6. Some clinical trials must post the consent form online.
7. Requires documentation of reliance arrangements with non-institutional IRBs.

•

Validate adequacy of consent forms, which are paramount to the protection of research subjects.

•

Verify that their institutions are preparing to meet the new single IRB requirements for 2020.

•

Verify that their institutions are documenting the reasons for not using the single IRB or the reliance
arrangement with non-institutional IRBs.

•

Verify other requirements of the Common Rule such as when consent forms must be posted online.

Background:
The research community has had ample notification of the changes to the Common Rule as published
in the January 19, 2017 NPRM. The advance notice of proposed rulemaking of 2011 and the NPRM of
2015 provided fair warning of these changes (Lynch, 2017). However, the road to this final rule has been
a bumpy one. The proposed release in September 2015 had several revisions that many felt were difficult
or impossible to attain. Hudson (2015) stated “On September 8, 2015, 16 federal departments and
agencies issued a notice of proposed rulemaking (NPRM) to revise the ‘Common Rule,’ a regulation that
sets standards for the protection of ‘human subjects’ participating in federally funded research studies.”
This release proposed certain changes to prior procedures. For instance, the requirement to obtain written
consent for the use of biospecimens left over from other research projects would have required institutions
to track those specimens, making such research difficult for smaller entities. Also, the complexity of the
consent form given to research subjects was also reduced in the January 19th release. Finally, some
requirements regarding clinical research were also eliminated (Kaiser, 2017). Kaiser (2017) mentioned
that the final rule also dropped a requirement that researchers abide by the Common Rule if their
institution receives any federal funds (regardless of source) for clinical research. Many felt that the
requirement would have discouraged some social science and student research. Regardless of these
reduced requirements, internal auditors must establish consulting and audit procedures to assist these
clients in adopting the accepted changes and notifying clients when they are at risk of noncompliance.
Auditors must take the broad road in identifying risks. According to Barnier (2017), “To be conversant
in how the organization addresses risk, internal auditors navigating today’s complex and interdependent
business environment must be able to understand the risk management views and calculations used by
many different disciplines” (p. 20). This process of identifying risks in different disciplines goes hand in
hand with monitoring the organization for new risks. Clayton (2016) states, “Auditors need to be capable
of seeing where the organization is as it progresses toward its objectives” (p. 23). Piper (2017) concurs by
voicing the need to focus on areas that have greater impact to the organization and not shy away from
areas that are unfamiliar. Thus, auditors today need to understand the risks that may be present in many
different disciplines.
Even the types of research affect risks. Jaschik (2017) reiterated the differences in risk associated with
different types of research as follows: “Early reactions from social science groups to the changes in the
common rule were positive. Various provisions suggest that institutional review boards, which must
review proposals to study humans, work to understand the needs of different kinds of researchers, and
that there are different levels of risk associated with taking an experimental drug and answering
confidential survey questions.”
Thus, internal auditors must then establish consulting and audit procedures to assist these clients in
adopting the accepted changes and notifying clients when they are at risk of noncompliance. In addition,
auditors must take the broad road in identifying risks.
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The above changes open several new possibilities of audit work and should be on the radar screens of
internal audit departments. Consequently, internal auditors should be prepared to perform the following:

Problems Encountered:
Obtaining accurate results from the survey was hampered by the infrastructure and complexity
differences of the responding institutions. For instance, many IRBs dealt with medical or clinical studies
which demanded much different processes than others where behavioral studies were their primary focus.
Behavioral studies were mostly done internally, whereas many medical studies might be outsourced.
Differences in the size of the institutions also added to the complexity and forced the researchers to clarify
many of the survey’s questions. For example, the approximate number of active protocols in these
institutions varied from very small (e.g., under 500) to very large (e.g., over 5,000). Finally, the definition
of external IRBs became problematic. Some respondents defined external IRBs as commercial entities.
Others realized that some external IRBs could also include academic or other institutions. Thus,
answering questions regarding the survey quickly became a two-way communication process to clarify
questions that could only be answered in conjunction with these variables.
Respondents to the survey were also allowed to skip certain questions. Thus, some questions went
unanswered by some respondents.
SURVEY PARTICULARS
The survey consisted of the following ten questions that were usually asked and answered in sequence:
1.

Does your organization use a central IRB or local IRBs at division or unit level?

2. 	Does your organization use an external (external to your organization) IRB or internal IRBs at
division or unit level?
3. 	How many active / current protocols do you have in your IRB regarding research with human
subjects?
4.

When would you obtain the services of a Central (external) IRB?

5.

What is your average turnaround time to approve a project?

6.

If you use a central IRB, what is the percentage of projects sent out to your central (external) IRB?

7a. 	What is your reaction to the new requirements regarding the new Common Rule as published on
January 19, 2017?
7b. 	Do you anticipate any changes to the Common Rule in addition to the preliminary changes as noted
in question 7a?
8. 	Do you anticipate an increase or decrease in costs in maintaining compliance with federal regulations?
Can you give a percent change in cost?
Results:
The survey results as shown in Table I and Chart I demonstrate the diversity of institutions, ORIs and
IRBs. As can be surmised from the data, the survey participants oversee a range of very small to large
research projects. The number of protocols ranged from 300 to over 6,000, which suggests the differing
amounts of resources that might be needed to audit different institutions. Obviously, audit departments
at larger universities that receive major amounts of research funds would be more challenged in audit
coverage than departments at smaller institutions.
The next area that might interest internal auditors is the area of efficiency and effectiveness. Based on
the survey results, a full review for a project might take about 30 days, with some outliers whose review
time could take up to 335 days.
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Survey Procedures:
A cover letter and attached survey was sent to several individuals at 52 institutions by email. The cover
letter stated that the potential research subjects would be contacted by phone for an interview. Shortly
after emailing the survey to these persons, phone calls were made to initiate participation in the survey.
Some individuals participated in the phone survey; whereas, others returned their responses back by
email. Regardless of the response mechanism, the research subjects were told that the survey should only
last from 10 to 15 minutes. The survey resulted in 20 responses from 19 institutions.

University

Number of
Protocols

Time of Review
Exempt

Percentage
of Projects
reviewed
externally

Will the
new Rules
Increase
Costs?

Full Review

Expedited

1

2,500

4 to 6 weeks

1 to 2 weeks

5 days

6% to 7%

No increase

2

1,800 to 1,900

40 days

N/R

N/R

5.9% to 6.2%

Increase

3

1400

220 to 355
days

N/R

N/R

3.5%-5.4%

Increase

4

7,000

50 days

16 days

4 days

10%

No increase

5

6,500

48 days
average*

N/R

N/R

2.3%-3.1%

Increase

6

976 to 1,000

88 days

40 to 50 days

N/R

5.5%

Increase

7

369

3 weeks

18 to 45 days

N/R

6.8% to 8.1%

Increase

8

6,000

6 weeks

4 weeks

1 to 3 weeks

1% - 2 %

Increase

9

4,995

42 days

20 days

5 days

10% to 25 %

No increase

10

4000

50 days

2 to 6 weeks

2 weeks

2.5%

Increase

11

900

2 weeks

10 days

1 day

20%

No increase

12

1350

4 to 6 weeks

2 to 4 weeks

1 to 2 weeks

< .5% to .7%

No increase

13

1905

28 days

12 days

7 days

33%

Increase

14

7500

38 days

24 days

N/R

5-10%

Increase

15

5000

12 to 14 days*

N/R

N/R

N/R

Increase

16

N/R

80% in normal
period**

N/R

N/R

N/R

N/R

17

6,075

52 days

20 days

9 days

N/R

N/R

18

3,900

44 days

N/R

N/R

7%

No increase

19

6,700

36 days

17 days

10 to 15 days

5% to 10%

Increase

20

300

14 days

7 days

5 to 7 days

0.3% to 0.7%

No increase

Chart I: Changes in CostsChanges in Costs

No Response (2)
10%

No Increase (7)
35%

Increase (11)

Increase (11)
55%

No Increase (7)
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Table I Survey Results

The risk to the human subjects usually dictates the category of approval needed. For instance, High Risk
research is usually slated for full review. Some projects that are less risky may be approved by an IRB
using an expedited review. Finally, projects of the lowest risk are usually exempt from the former two
categories of review. However, even exempt research must be approved by the ORI/IRB representative at
most institutions. And if research is sponsored by private or non-federal entities, the commercial
(external) IRB might be used to review and approve these standardized and highly structured projects.

In addition, the status of adopting the new single IRB requirement is affected by the infrastructure of
each institution. Some schools are better prepared to adopt the single IRB approach than others. If an
institution’s research review process is very centralized, then the transition toward a single IRB is more
easily accomplished. For others, not so. Some respondents stated that they will resist the adoption of a
single IRB.
One area in which all respondents agree is that their procedures are dictated by not only federal
regulations but by internal university policies which may be stricter than the federal requirements.
Consequently, internal auditors must be cognizant of not only federal rules but also university policies
and procedures.
Conclusion:
Internal audit departments must meet the growing needs of their respective institutions. In order to
respond to that need, auditors must include compliance testing in their respective audit plans. For
auditing aspects of the Common Rule, internal auditors must perform a complete analysis of the
magnitude of their institutions’ research endeavors and types of research that their schools perform. For
example, risk is dependent upon the amount of research, the sponsors for that research, and the types of
research performed. Institutions that host major federal research projects that are subject to the Common
Rule are inherently riskier regarding compliance adherence than institutions that perform mainly
privately funded projects or projects sponsored by state governments/agencies. Some federal sponsors have
not adopted the Common Rule so their grants are not subject to it. Thus, these grants would not reflect
the same risks as those having to conform to the Common Rule
Common Rule adherence testing is one of many areas that should be in internal audit plans for many
institutions. The areas of audit are as follows:
1. Common Rule compliance
2. Efficiency and effectiveness of Full, Expedited, and Exempt Reviews
3. Adherence to IRB approval protocols
4. Compliance with federal, state, and university regulations
Regardless of the challenges in learning new disciplines, internal auditors are obligated to learn new
information and perform the necessary audit steps to keep their organizations secure.

References
Available upon request. Please contact the ACUA Journal Editor at rrichard@westga.edu
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Review time of a project submitted to IRB varied from institution to institution. A few research subjects
did not provide enough information on the possible review time for expedited or exempt reviews, but the
same respondents suggested that these reviews took less time. For example, for one institution, based on
the data above, an exempt review might be performed on a submitted project on the same day.

Calculating the Cost of Compliance at a
Predominantly Undergraduate Institution
of Higher Education
ABSTRACT
he cost of complying with regulations is often cited as one of the drivers of the high
price of college tuition. However, little published work on calculating this cost at the
institutional level exists. The authors conducted in-depth research on the cost of
compliance with federal, state, local and NCAA regulations at a Division I, predominantly
undergraduate institution.

T
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Administrators from the six primary units on campus identified employee effort spent on
compliance activities, as well as costs related to software, training, fees and external
consultations to maintain or report on these activities. This article lays out the methodology
used; identifies the parameters, limits and definitions employed; and provides historical
context on previous work in this area. It identifies costs by category and by unit and briefly
addresses the issue of regulation as a factor in higher tuition
"...at the time of this
costs.
writing, the most
INTRODUCTION
credible, publicly
Loyola Marymount University (LMU), established in 1911
and located in Los Angeles, is a private, not- for-profit, 4-year available claims of
and above university committed to providing students with a the costs of regulatory
humanistic, liberal arts education in the Jesuit and Marymount
tradition. The university comprises four colleges and three compliance range from
schools: the Bellarmine College of Liberal Arts, the College of less than 1% of operating
Business Administration, the College of Communication and
Fine Arts, the Frank R. Seaver College of Science and costs at a private liberal
Engineering, Loyola Law School, the School of Education, and arts and sciences college
the School of Film and Television. The university offers 57
to 7.5% and 11% at
major and 51 minor undergraduate degrees and programs.
The Graduate Division offers 43 master’s degree programs, premiere research
one education doctorate, one doctorate in juridical science, institutions..."
one juris doctorate and 13 credential programs. The athletics
program competes in NCAA Division I. The university
enrolls 6,162 undergraduates and 3,133 graduate students, and employs 550 full-time faculty
members.
In 2014, the Board of Trustees and the Chief Financial Officer at LMU asked its Regulatory
Compliance Committee (RCC) to discover the cost of regulatory compliance on a universitywide scale. As we began researching the question, we found little existing professional
literature and no published models for universities to consider in attempting to ascertain these
costs. This is true in spite of the fact that 77% of governing boards at institutions of higher
education report discussing operational, legal and regulatory risks at their board meetings
(AGB/UE, 2014, p. 6). Likewise, there was little common language available to define crucial
terms. Over the course of 18 months, the authors worked extensively with the RCC and with
leaders across campus to develop a model that would adequately capture these costs at LMU.
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Vanderbilt University hired the Boston Consulting Group to conduct a study that reported Vanderbilt
spent $150 million to comply with federal regulations in 2012-2013 (Atkinson, 2015). That number,
representing 11% of Vanderbilt’s total non-hospital expenditures, became a central figure in a public
debate about the cost of college tuition and was cited in the ACE report, in the popular press, and in
higher education forums. The Vanderbilt study also added fuel to political debates surrounding the
reauthorization of the Higher Education Act in 2015 (Stratford, 2015). And, although Vanderbilt did not
release its methods (Blumenstyk, 2015), the study’s findings have received much commentary regarding
combining costs for research compliance with costs for student-oriented regulations and for not
distinguishing costs applicable to all business from costs unique to higher education.
In any case, it is unlikely LMU would benefit from knowing Vanderbilt’s costs and methods. As a major
research institution, Vanderbilt’s activities, and thus its compliance costs, are highly divergent from
LMU’s in both kind and scale. Vanderbilt’s many funded researchers, for example, spend a large share of
their time on compliance-related issues. The Federal Demonstration Partnership Faculty Burden Survey
conducted in 2009 found “42% of the time spent by an average PI [principal investigator] on a federally
funded research project was reported to be expended on administrative tasks related to that project rather
than on research” (Rockwell). Much of that effort is related to compliance, and may well be unique to
federally funded grants. Therefore, the more an institution relies on federal research dollars, the more
likely they are exposed to those kinds of costs. Vanderbilt expended $572 million on research and was
ranked 35th in the National Science Foundation’s (NSF’s) Higher Education Research and Development
Survey in 2013, while LMU, a predominantly undergraduate institution, ranked 364th with $6.7 million
in research expenditures.
Hartwick College, a private, liberal arts and sciences college in Oneonta, New York, produced a report
in December 2012 that provided detailed information on an internal audit of the cost of compliance and
accreditation (Zack-Decker, 2012). The document, and its extensive appendices, contains much practical
information about the kind and range of regulatory compliance activities undertaken at institutions of
higher education. The report also draws a useful distinction between requirements to comply and
requirements to report. Considering the scope of the work conducted, we were surprised at the relatively
low cost reported: $297,008 including salary, fringe benefits, direct costs and accreditation costs. This
amount was approximately 0.04% of the college’s annual operating budget. Subsequent to the production
of that report, Hartwick College’s president, Margaret Drugovich, said that the final number for
Hartwick and other colleges is likely much higher, pointing out that “some of my colleagues estimate it
to be 15 to 20, even 25% of their overall operating budget” (McNutt, 2014).
The only previously reported amount we could find was Stanford’s in 1997. Then Stanford president,
Gerhard Casper, reported to the National Commission on the Cost of Higher Education that Stanford
spent $20 million on compliance annually and that “’7.5’ cents of every Stanford tuition dollar goes
toward supporting these regulatory costs.” (Ingram, 1997). Like Vanderbilt’s figures, Stanford’s figures
became part of the political debate around changes in the Higher Education Act.
Thus, at the time of this writing, the most credible, publicly available claims of the costs of regulatory
compliance range from less than 1% of operating costs at a private liberal arts and sciences college to 7.5%
and 11% at premiere research institutions. Unfortunately, the dearth of published reliable information on
the methods used to arrive at these cost figures makes it difficult to generalize from them or to apply
them to LMU. Thus, we lack a benchmark against which to set our management expectations. However,
10 COLLEGE & UNIVERSITY AUDITOR

Compliance

Review of Literature
Although institutions of higher education frequently cite the cost of compliance as driving up the price
of a college education, there is, in fact, little published work on the topic. Only three other universities
have made such information publicly available: Stanford University, Vanderbilt University and Hartwick
College. While our task force worked on developing a model that would help LMU identify regulatory
compliance costs, the American Council on Education (ACE) published Recalibrating Regulation of
Colleges and Universities: Report of the Task Force on Federal Regulation of Higher Education, an
initiative of the U.S. Senate. This seminal work will inform regulatory compliance policy and debates in
higher education for a long time to come, and it confirmed our sense that there is little information to
go on. The report comments that “attempts to systematically quantify [regulatory compliance] costs have
been few and far between” (ACE, 2015, p. 11).

it is widely understood that pinning a dollar value on compliance costs is extremely challenging. Anne
Gross, vice president for regulatory affairs at the National Association of College and University Business
Officers has commented, “It’s very difficult to give a number. . . .Trying to quantify the cost of regulation
is something we’ve talked about for years, but frankly we’ve never figured out how to do it” (Marcus,
2015).

METHODOLOGY
Envisioning the project
The RCC, charged with gathering this information, is chaired by the University Risk Manager and
includes representatives from the six major divisions within the university including Business and
Finance, Student Affairs, Administrative Services, Academic Affairs, Loyola Law School, and University
Relations, plus a representative from Internal Audit. The RCC met monthly and, later, as the project
developed, bi-monthly, to discuss the scope of the project, including which information might already be
available and accessible, which information would require effort and knowledge to ascertain, and which
simply would not be possible or desirable to discover.
The Committee reviewed and discussed a range of “mandatory” costs that may or may not be labeled
costs of “regulatory compliance.” Early on, the committee determined that costs associated with internal
policies or business practices would not be considered regulatory compliance costs. It was also determined
that accreditation costs would be excluded. That was a significant constraint on the scope of the work
because securing and maintaining accreditations often entails considerable costs.
The university is accredited by the Western Association of Schools and Colleges (WASC) Senior College
and University Commission as well as 15 other program-specific accreditations ranging from the
Accreditation Association for Ambulatory Health Care to the National Council for Accreditation of
Teacher Education. Maintaining these accreditations involves extensive effort in research, preparation and
submission of the required reports, as well as the work to ensure our programs meet or exceed the
standards in the first place. These costs were excluded from the scope of this report after much discussion,
as they represent another cost category (perhaps more related to educational quality) worthy of study on
its own.
Another area of mandatory costs involves effort devoted to human resource training such as harassment,
sexual and interpersonal misconduct, etc. These expenses are partially captured in this study through
inclusion of the cost of acquiring software to conduct the training. However, the survey used does not
specifically capture the effort expended in completing the training. And though the number of personnel
involved may be high, the number of hours involved is quite low —approximately 3 hours per year. The
total personnel expense is unlikely to exceed two-thirds of an FTE. While this specific cost does not
appear in the current study, we plan to include it in future questionnaires as we fine-tune the research.
As the committee and the authors discussed the range of activity that might be considered compliance
related, we identified the following costs to be within the scope of the report:
•

Costs related to maintaining compliance with federal, state and local regulations;

•

Costs related to documenting and reporting compliance with federal, state and local regulations;

•

Costs related to complying with and reporting on NCAA regulations.

Prior to crafting a method of gathering information, the committee recognized a need to design a lingua
franca for the initiative. We created a short list of definitions for use by the committee and ultimately by
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The authors do not claim that we have done it either. However, we do feel that we have developed a
means of helping our own university identify its compliance costs in order to better understand their
sources and to begin to manage them even more effectively. In what follows, we present a detailed
overview of the design and implementation of our self-study to enable others to perform (and refine)
similar work at their college or university. The authors have also sought to identify resources already in
place at LMU to facilitate this work. It is likely that the level of available resources will vary widely across
institutions.

the people asked to complete the questionnaire. The single most important term/definition, and the one
referenced most frequently throughout the initiative, is:

This definition helped all participants determine which activities should be included and which excluded
from the final numbers. As a general statement, the term interpreted compliance- related effort broadly
(as opposed, say, to “the cost of preparing reports” which was the standard employed by Hartwick), and
that broader definition is more helpful to LMU as we look for ways to manage these costs (Carlson). In
a similar vein, our study does not distinguish between regulatory compliance required of all business and
regulatory compliance specific to higher education.
Determining goals and methods
• The RCC determined that the following specific information would be essential to the project:
•

The identification of any employee with responsibility for regulatory compliance issues;

•

The amount of time (effort) the employee spent on regulatory compliance;

•

The amount of annual fees paid to regulatory agencies;

•

Any training paid to maintain certification and licensure for employees or to develop competencies
required to comply with regulations;

•

Any software or computer programs purchased to help maintain compliance;

•

Any payments made to consultants and public accounting firms to help maintain compliance.

A range of methods to gather this information was considered. For example, the committee explored
conducting an analysis of the financial statements to identify expenses related to compliance. That
approach was deemed impractical due to limits in how expenses are identified and the range of position
titles involved. At LMU, for example, only four job titles include the word “compliance,” and even then,
always in a hybridized form such as “Director, Information Security and Compliance” or “Associate
Athletics Director/Compliance.” Instead, responsibility for compliance effort is shared across existing job
titles and categories. Higher education as an industry, however, seems to be moving toward greater
specification of compliance titles and roles. According to the ACE Report (2015), “The American Action
Forum found that the number of individuals in higher education with the title of ‘compliance officer’ has
grown by 33% in the last decade” (p. 11). This is an important industry trend that warrants further
investigation; however, counting titles clearly would not address our needs in determining costs at LMU.
Rather, it was decided that in order to secure the most informed and reliable information, we should turn
to work previously done by the RCC to create a compliance database. During that phase of work, LMU
compiled a list of 113 federal, state and local regulations that require specific information to be collected
or actions to be taken. The list also linked each regulation with the parties responsible for compliance
within LMU (known as “compliance owners”) as well as the due dates for reports. This information
populated a dynamic, web accessible database that allows the University Risk Manager to readily access
information, sort by due dates, and identify LMU employees who would have more information. Note
that this approach is distinct from Hartwick’s approach, which included cost figures only for reporting
activities and a list of regulations for which no reporting is required.
Creating the Questionnaire
The mechanics of questionnaire development and administration will vary extensively from campus to
campus. The university subscribes to Qualtrics to help students, faculty, staff and senior administrators
gather a range of information for research, internal control reviews and process improvement purposes.
Fortunately, LMU enjoys robust Survey and Evaluation Support through the Office of Assessment whose
mission includes providing ”leadership and support in the University’s efforts to create a culture of
evidence, learning centeredness, and continuous improvement [including] designing and implementing
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Regulatory Compliance Effort: “Regulatory compliance effort” refers to the percentage of time devoted by
LMU employees to read and understand applicable regulations, to design, implement, or modify compliance
activities for those regulations, to monitor and oversee specific regulatory compliance efforts, to gather and
confirm relevant data, and to generate and submit reports to appropriate agencies or organizations. Thus,
“regulatory compliance effort” refers to both the work of keeping the university in compliance and the work
of generating the reports that document compliance activities.

institution-level assessment projects. . . [emphasis added].” The associate director of Survey Research at LMU
generously helped us formulate appropriate questions for the types of data we desired to receive, identify
question formats and prompts that facilitated users’ understanding of the questionnaire, and create plans
for organizing the data we would ultimately gather.

•

In fiscal year 2014, did the cost or effort of maintaining regulatory compliance increase, decrease or
stay about the same?

•

Do you anticipate the cost or effort to maintain regulatory compliance in fiscal year 2015 will
increase, decrease or stay about the same?

Administering the Questionnaire
In December 2014, we piloted the questionnaire with a select group of employees with compliance
responsibilities. Their input led us to improve the phrasing of certain questions,clarify the units to be
reported (for example, hours or percent effort), and improve the functionality and navigability of the
survey.
Upon creation of a final questionnaire and prior to distribution, the University Risk Manager presented
the project to an LMU council consisting of all vice presidents, vice provosts, and associate vice presidents
that have responsibility for compliance oversight. The University Risk Manager fielded their questions
and concerns, and also made clear that council members should forward the questionnaire to their staffs’
subject area experts, including the compliance owners, for completion. This step was critical to
underscoring for employees the importance the institution placed on their answers. It also likely
contributed to the 100% response rate. All answers had been gathered by June 2015, at which time they
were compiled into unit level reports and sent back to the members of the council for review, modification,
further information or confirmation. In almost all cases, the data was verified as accurate. A few council
members requested revisions or correction.

Compliance

One section of the questionnaire allowed for a qualitative answer. We asked each respondent the
following:

Generating Cost Figures
Once the data was confirmed, the Director of Financial Planning and the Vice President of Human
Resources identified the listed employee positions in the Human Resources Management System
(HRMS) and used their effort levels to calculate corresponding salary and fringe benefits amounts. The
RCC was not privy to any salary and fringe benefits information; this data was kept confidential per
LMU policy. However, the total salary and fringe benefits calculations by unit were provided to the
authors and were combined with the other survey responses to determine our best estimate of the overall
cost of compliance for fiscal year (FY) 2014.
RESULTS
Our study found that LMU expended $8.8 million
on compliance or 3.5% of net tuition and fee total
dollars. A total of 292 employees spent some
portion of their time on compliance issues in FY
2014. This figure represents 23% of our overall
staff count of 1,246 and does not take into account
effort that some have as faculty outside of their
formal administrative functions. The time on
compliance for these 292 employees translates to
58 financial FTEs. Salaries and fringe benefit costs
comprise 75% of the total calculated cost of
compliance. In December, 2015 a written report
was presented to the LMU Board of Trustees
including total figures as well as unit-level
explanations of cost categories.

Elements of Compliance Costs
FY201
4 Compensation
Salaries & Fringe Benefits
Total Compensation
Non-compensation Expenses
Software

$ 6,620,000
6,620,000

1,365,000

Consulting

508,000

Training

225,000

Fees

(1)

96,000
Total Non-compensation

2,194,000

Total Cost of Compliance

8,814,000

(1) Auditing and Legal fees are included in Consulting. A 5-year average of legal fees was
(1) Auditing and Legal fees are included in Consulting.
used to address natural and on occasion wide variations.
A 5-year average of legal fees was used to address natural and on occasion wide variations.

We also found that these costs were borne unevenly by the various divisions. Busine
Finance carried 40% of the burden for regulatory compliance costs (a figure that incl
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software costs of the major administrative systems), followed by Student Affairs wit
Administration, 20%; and Academic Affairs, 12%. We projected the cost of complia
2015 by applying budgeted salary increases with no estimated increases for other ele

In addition to the impact of annual
salary increases and increased
benefit rates, we expect to see other
cost increases related to future
changes in regulatory statutes.
Additional regulations usually call
for additional resources to be
invested to address both compliance
and the effort to monitor and
report on compliance. Most of our
survey participants “expect the
unexpected” in terms of increased
costs due to unanticipated
regulatory change. A change in
focus by regulators can increase the
9
cost of compliance even if there is no change to reporting costs. These expenses cannot be projected
accurately. However, there are some known increases that will impact years subsequent to FY 2014 as a
result of the Affordable Care Act and changes in California’s state compensation laws.
DISCUSSION
The cost of compliance with regulations is often cited as one of the drivers of the high price of tuition.
Rolf Wegenke, president and chief executive officer of the Wisconsin Association of Independent Colleges
and Universities and a former board member of the National Association of Independent Colleges and
Universities, says that “the fastest-growing contributor to increased administrative staff and overall
operating expenses for colleges is federal, state, accrediting and other associated regulatory compliance
obligations. . . .” For evidence to support this claim, he refers to the 2012 Hartwick College study
(McNutt, 2014). However, if the cost of compliance at Hartwick is actually less than 1% of university
expenditures, it seems unlikely to be the fastest growing contributor to staff and operating expenses.
Nevertheless, the authors do not dismiss the significance of the cost of compliance altogether; even 3.5%
can have a profound impact at an independent, private college that relies primarily on tuition income. At
LMU, we are keenly aware that nearly $9 million in regulatory compliance expense represents a lot of
missed opportunities: opportunities to provide student scholarships, to keep tuition increases low, to
enhance educational and research programs, and to otherwise fulfill the primary mission of the university.
Nor does LMU, or any predominantly undergraduate university, have the power to attract hundreds of
millions of dollars in federal grant money, and the facilities and administrative cost reimbursements they
bring, to pay for a larger compliance staff and develop economies of scale. In any case, the ACE Report
(2015) correctly points out that regulatory requirements should not be perceived as providing a “free
good,” and that “the Department [of Education] should accurately analyze compliance costs and seek to
minimize them” (9).
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We also found that these costs
were borne unevenly by the various
divisions. Business and Finance
carried 40% of the burden for
regulatory compliance costs (a
figure that includes the software
costs of the major administrative
systems), followed by Student
Affairs with 25%; Administration,
20%; and Academic Affairs, 12%.
We projected the cost of compliance
to FY 2015 by applying budgeted
salary increases with no estimated
increases for other elements.

CONCLUSION
We believe the method presented here provides our institution a reliable baseline measurement for future
efforts to capture regulatory compliance costs. In particular, benchmarking the effort expended is the
first step toward implementing greater efficiencies to drive down the labor costs associated with
compliance. Further, analyzing this effort will help LMU refine its understanding and management of
regulatory costs, improve business processes and, where feasible, automate regulatory reporting by
leveraging existing systems and tools. More efficient systems may both drive down costs and yield higher
levels of compliance. This self-study also positions us to incorporate annual monitoring into our business
practices and to measure our progress by revisiting the regulatory compliance cost questionnaire every
few years.
Further, we feel that conducting this exercise to identify the costs of compliance has in itself contributed
profoundly to strengthening the culture of compliance we have been creating at LMU. Because of the
broad involvement of so many across campus, the study communicates to unit leaders the importance of
balancing high standards of regulatory compliance with judicious, informed cost management. We have
embodied the vision perhaps best articulated by Peter F. Lake (2013) “to create a culture in which
compliance is seen as everyone’s job. . . . [and] the specific tasks of compliance [are] delegated to a variety
of administrators and offices.”
ACKNOWLEDGEMENTS
The authors would like to express our gratitude to the following people without whom this work would
not have been possible. Former LMU President David Burcham and the Board of Trustees Finance
Subcommittee challenged us to tackle this problem. President Timothy Law Snyder, Provost Joseph
Hellige, Chief Financial Officer Thomas O. Fleming, Jr. and Dr. Abbie Robinson-Armstrong encouraged
us to pursue the research wherever it led. Doug Moore, the University Risk Manager, provided leadership
by chairing the RCC as well as helpful guidance on the conduct of the survey and insightful editorial
comments on the final report. Maureen Cassidy, Director of Internal Audit, asked questions, anticipated
issues and lent us her considerable editing skills. The Educational Advisory Board provided the RCC with
preliminary external research on the costs of higher education. The members of the RCC contributed
valuable input and feedback on survey design and questions. Christine Chavez, Associate Director of
Survey Research at LMU, assisted us in creating and troubleshooting the questionnaire. Finally, special
thanks to Dawn Burdsall whose advice and encouragement were essential to this publication.

15 COLLEGE & UNIVERSITY AUDITOR

Compliance

While acknowledging that it is possible that regulatory costs are not as high as administrators believe,
Diane Auer Jones suggests that whatever these costs, revealing regulatory burdens on institutions of
higher education can be a teachable moment. She proposes that colleges and universities “add a line to
their tuition bills called the Federal Regulatory Compliance Fee, so that parents and students (and, yes,
politicians) know just how much regulations cost them” (2010). Indeed, in the absence of good information
on the cost of compliance from the institutions involved, neither the Department of Education nor any
other government agency will be in a position to make informed decisions about the effects of their
regulatory policies. While the mantra that “less regulation is better” certainly appeals to many, that
notion must be tempered with the recognition that many regulations provide for the health, safety and
welfare of students, faculty and staff. Such regulations foster a more equitable and just society. They also
help provide an even playing field for all in higher education. In short, many of these regulations serve
as partners in higher education to help us fulfill our missions.

INSTITUTIONS OF HIGHER EDUCATION

INTERNAL AUDIT DEPARTMENT

START-UP GUIDE
The primary purpose of this guide is to serve as a reference
tool, one of many you will likely use as you establish an
audit function that best fits the needs and resources of your
organization. The information and examples have been
collected from very successful audit shops and truly
represent many of the best practices in higher education
internal audit. They may or may not fit your needs, but they
will all provide valuable guidance and ideas as you work to
establish your new audit department.
Contents of this guide include:
• Establishing the Authority of the Department with
sample charters and policies
• Getting the Department Operational, with concrete advice on risk assessments,
annual planning, quality assurance, fraud investigations, and marketing the new
department
• Reporting to all constituencies, including examples of reports used by ACUA members
• List of resources and key terms
• And so much more!

Please contact the ACUA Executive Office at acua-info@kellencompany.com, call
913.222.8663 or visit the ACUA Store on ACUA’s website www.acua.org for more
information.
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Write an Audit Report that Gets Results
Tips and Tools to Get Your Report Read
By William Woodington, President of Woodington Training Solutions, LLC
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Many people in the business world write solely from their own point of view. Such a singular
perspective results in a narrow focus. Audit reports written strictly from such a viewpoint only
achieve results if a reader happens to share that same narrow perspective.
A successful audit report considers a panoramic perspective that encompasses, speaks to, and
reaches a wider audience than is possible via a document written based on a singular point of
view.
A well written document:
• Considers the subject from the audience’s perspective.
•

Offers clarity about the purpose or intended outcome.

•

Uses an organizational structure that facilitates easy reading.

•

Explains terminology or jargon that is unfamiliar to the reader.

•

Takes the reader’s knowledge of the subject (limited or otherwise) into account.

Most people write the way they think, presenting a finding and recommendation, for example,
in the following order:
•

Background of the problem

•

Analyzed alternatives

•

Recommended solution

How the problem impacts the reader often isn’t apparent until the end of the document. Why
should they care about an auditor’s recommendations? What risk is exposed by not following
the recommendations?
Studies show that the average time a reader initially spends with something in the written
form is 3-5 seconds. The reader wants to determine as soon as possible if they care or not about
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hy do so many audit reports fail to achieve results? A successful audit report
The main problem stems from the fact that, all
too often, reports focus on the writer instead of considers a panoramic
the reader. Audience consideration is vital when it comes to perspective that
writing a robust, useful audit report.
encompasses, speaks to
This article presents some practical advice for keeping the and reaches a wider
audience as your central focus, and writing tools and strategies
audience than is
that will help ensure an effective audit report.
possible via one written
The problem
When I teach my Writing to Achieve Results class, I start out with a singular point of
with a simple activity whereby groups of students write a view.
12-word ad for the classified section of a newspaper. After each
team presents its ad, I ask the non-presenting students if they would respond favorably to the
ad in question. Typically, the answer is no. A quick examination of why produces a laundry
list of reasons and reveals that the ad failed because it was written from the writer’s point of
view instead of the reader’s.

what’s being said. So how can you produce an audit report that reaches your audience quickly and
effectively?
A solution – Mind mapping
To achieve excellent results when writing audit reports, the writer must focus on the audience and must
clearly state the document’s purpose up front. Since most people write the way they think, it makes sense
for writers to organize their thoughts related to audience and purpose before drafting a document. A
handy tool to accomplish this is a simple mind map.

•

Desired Result/Purpose: The purpose of the document.

•

Audience: Audience concerns to consider. Examples include recent turnover, new processes, new
employees, significant change, etc.

•

Context: Criteria related to the final layout of the F&R. Examples include: using bullets for
important information, writing one page only, incorporating lots of white space, considering visual
appeal, etc.)

•

Content: The contents of the F&R.

The resulting mind map provides a visual from which the F&R can be written based on the audience’s
perspective instead of the writer’s point of view.
Transparent structure equals effective structure
Many writers use an organizational structure that hinders ease of reading. Nothing, for example, is more
boring than wading through a sea of block text that begins on the left hand margin and continues to the
right, page after page with no visual break other than space between paragraphs.
Not only do the eyes tire of such “block space” text, but this method of conveying ideas and information
leaves the reader clueless as to the organizing principles underlying the text. In effect, the reader is forced
to uncover the hidden structure of the document and hunt for the important information. Remember the
3-5 second rule. Most readers won’t struggle through an ocean of text searching for answers.
White space is of paramount importance when it comes to engaging and holding the reader’s attention.
The writer should also take advantage of word processing tools that facilitate different:
•

Formats.

•

Fonts.

•

Graphics.

I call this transparent structure, because the use of formatting tools such as bullets, for example, helps
create organizational structures that make information transparent to the reader. The result is a document
that is visually appealing, and allows the reader to easily find important information. An audit report
produced in such a manner:
•

Grabs and maintains a reader’s attention.

•

Directs a reader toward what is most important.

•

Creates a more professional visual impression.

•

Helps achieve the desired result.
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A mind map is a visual brainstorming tool that I employ to help guarantee an effective audit report.
When teaching this concept in class, I use the example of mind mapping a finding and recommendation
(F&R). We start with four sheets of paper taped to the wall. The sheets are labeled Desired Result/
Purpose, Audience, Context and Content. We engage in a series of brainstorming activities around these
headings and capture:

Finding and recommendations – Focus on “what” questions
When auditors write audit reports that include findings and recommendations (F&Rs), they need to
ensure the final document contains and clarifies all components of a well-written F&R. They must
address and explain the:
•

Condition (What is the problem?).

•

Criterion (What policy or best practice can be adopted?).

•

Cause (What led to the problem?).

•

Effect (What is the risk?).

•

Recommendation (What should be done?).

Thinking of the above elements as a series of “What” questions is invaluable when it comes to
producing an audience- versus a writer-centered audit report. If the writer has not answered all
of these questions, the desired result is often not achieved.

Have you ever gone to a doctor who only addresses the condition, but not the cause of an illness? Such
doctors may give patients pills to treat the problem, but they don’t tell them why they have the problem.
Well-written audit reports provide recommendations that explain the root cause of the problem, thus
helping to ensure the condition will not recur in future.
Risk statement
Well-written audit reports are delivered so that the risk statement (effect) sells the recommendation to
the reader. Too often, auditors try to sell their recommendations with the criteria statements. A chief
auditor once told me that too many auditors are just a bunch of “checkers.” They only check for compliance
with some policy or other but are unable to articulate why the policy exists. In other words, they are
unable to state the underlying risk related to the control.
For example, such “checker” auditors may go to a business partner and say, “You are not reconciling your
accounts.” The business partner may say they don’t have time or they don’t care about reconciling. Too
often, the auditors may respond, “Don’t you know there is a policy that requires you to reconcile?”
Instead, they should say, “Here’s the risk you run if you don’t reconcile” (i.e., they deliver a risk statement).
Focus on the macro issues
Audit reports must get results. To achieve this, the focus must be on the reader, not the writer. It’s the
macro issues that often cause the micro issues. Macro issues relate to lack of focus and clarity related to
audience and purpose. Micro issues relate to grammar. I always say, “Fix the macro, and you will fix 90
percent of the micro.”
You can reach him at bill@woodingtontraining.com or 763-568-1181.
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Condition and criteria
To elaborate, the “Condition” is the control weakness identified by the auditor. The “Criterion” is
typically a policy or best practice that can be cited as the expected way of doing things. The “Cause” is
the underlying reason for the control weakness. The “Effect” is the risk. The “Recommendation” is the
solution to the problem. The recommendation should always address the root cause of the issue. However,
the auditor should always sell the recommendation based on the effect (i.e., the risk).

What is the ACUA Risk Dictionary?
The ACUA Risk Dictionary is a comprehensive database of
risks and their associated controls for areas specific to
higher education. Higher Education audit departments can
use the risk dictionary for identification of an audit
universe specific to higher education which can be used
for performing their annual risk assessments and
preparing their annual audit plan.

The ACUA Risk Dictionary can also be used to prepare project level risk assessments for areas such as:
- NCAA Compliance
- Student Financial Aid
- Export Controls
- Research Compliance and many more!
After having identified the risks for your audit project, the ACUA Risk Dictionary contains the
associated controls which can then be used to prepare an audit program to test whether the proper
controls exist.

Is the ACUA Risk Dictionary for YOU?
Business officers, risk officers, compliance officers and other higher education leadership can use the
ACUA Risk Dictionary to provide a comprehensive list of areas that could likely need their attention.
For someone new to their position or new to higher education, the ACUA Risk Dictionary will be
especially beneficial in identifying not only broad areas where inherent risks are common, but also
specific risks within those areas and their associated controls.
In the absence of a formal risk management structure, the ACUA Risk Dictionary provides a concrete
and comprehensive starting point for identifying, evaluating, and managing risks across the
organization.
The ACUA Risk Dictionary is available for FREE as a benefit of ACUA membership or by subscription to
non-members.
Please contact the ACUA Executive Office at acua-info@kellencompany.com, call 913.222.8663 or
visit theACUA Store on ACUA’s website www.acua.org for more information.
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Data Analytics is Driving Efficiency in
Higher Ed
By Carolyn J. Newman, CPA, CISA, CIDA

N

early every business operation can be infused with data analytics to reduce costs,
mitigate risks and improve processes. According to a recent report from the
Corporate Executive Board Company (CEB), almost half of the audit departments
surveyed plan to invest resources in new or upgraded data analytics technologies in the next
year.
Utah State University and Bowling Green State University are among the numerous
organizations that are rapidly embracing data analytics to increase the efficiency of existing
audits, cut costs and mitigate risks.

Internal Auditor Benjamin Johnson shares his experiences using data analytics to reduce risk,
save time and help departments achieve their strategic goals.
How did you select the tool you’re currently using?
We were using a data analytics tool that was a bit cumbersome and wanted something more
user friendly to help us develop more automation for our work. My former supervisor used
CaseWare IDEA® early in his career and we both felt it would fit our needs better, particularly
with scripting and setting up dialog boxes to help others within our organization use it
without much guidance. We wanted something that could benefit everyone, even beyond
internal audit, so ease of use was a high priority.

ABOUT THE AUTHOR

Carolyn Newman has spent the
past 25 years helping thousands of
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What was your process for identifying where data was stored in the system?
Utah State University uses Banner for reporting, which has thousands of data tables. We’ve
spent a significant amount of time learning where data is stored in the system. There is also
a Banner coordination committee that includes representatives from IT, finance, human
resources and others. Internal audit has a seat at that table to communicate with the various
data stewards who point us in the right direction when we’re looking for specific data. We’ve
also worked with IT to directly connect to our servers through Citrix to access production data
while maintaining a high level of security for the University. Like any other organization, we
also do our fair share of digging around and asking questions, and it has helped us build a
mutually-beneficial relationship with the data stewards and IT.
What type of internal workflows have you set up using IDEA?
Over the past five years, I’ve continued the work my predecessor started to fully automate the
process of retrieving data. We’ve interfaced with data stewards at different campuses,
developed dialog boxes within IDEA and created pre-written tests that can be run by anyone
with a minimal amount of effort. The result is a self-serve workflow where our auditors can
plug information and parameters into the dialog boxes, such as employee data, transaction
types, dates, etc., then run the tests.
What types of tests are you running?
Analyzing purchasing card (p-card) data was a process we wanted to streamline. There is an
abundance of transactional data and it was taking us a couple of weeks to analyze data for just
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Utah State University prides itself on efficiency and is ranked fifth in the nation for lowest
tuition on Forbes list of America’s Top Colleges. Over the past several years, the University’s
internal audit team has developed a library of analytical tests that auditors and other
departments can use to check for potential issues, ensure compliance and save valuable time.

one department. With IDEA we can pull information from several sources, regardless of the file type.
The dialog boxes offer flexibility to check specific criteria, narrow down the data population and focus
on key areas.
Most of our IDEA projects have saved us substantial time – we have turned weeks of work into days, and
in some cases, days into minutes. It allows us to test 100 percent of the transactions across multiple highrisk areas, and improved the consistency of our work. We can easily search merchant category codes
(MCCs) and vendor names to look for expenses that are not allowed, and pinpoint specific areas to save
time and get better results.

University and
Bowling Green
State University
are leading the
profession in using
technology to gain
efficiency,

What impact has data analytics had on your organization?
We are transforming internal audit from being perceived as watch dogs to a department that adds real
value to the organization. We can make that data useful to other departments and help them achieve
their goals – no matter how complex they may seem. Our p-card program has improved and we are
creating a culture of compliance by reminding everyone that someone is looking at every transaction.
What’s on the horizon for expanding your use of data analytics?
The library of tests continues to grow, especially as we meet with other departments that can benefit from
our analytics work. We also plan to integrate data visualization into our testing. It is a powerful feature
for quickly identifying areas of interest and helping see trends or patterns.
Utah State University is helping other auditors tap into the power of data analytics. Benjamin has
provided training for colleagues at other higher education institutions including Utah Valley University
and Salt Lake Community College. He shares his experiences and encourages others to start with one area
at a time and build relationships with other departments to identify needs where data analytics can be
used.
Bowling Green State University has also developed a continuous monitoring program that transforms big
data into big insights. From journal entries, to p-cards and payroll, their comprehensive suite of tests
keeps fraud and risks at bay. The University provides experiences to prepare students for lifelong career
growth – an initiative that even the Internal Audit and Advisory Services department leads through its
internship program. Senior Internal Auditor Greg Boo shares his experiences with us:
How did you get started with data analytics?
IDEA is so easy to use that I taught myself the basics and picked up other tips by attending the ACUA
conferences and watching webinars. There is an abundance of resources available online.
What are you using data analytics for?
We use data analytics for sorting through our data to look for anomalies and investigate potential areas
of exposure. The data we gather for analysis is often thousands of lines, and requires a tool that can
handle big data sets. While we do use Excel on occasion, IDEA is our go-to tool for analyzing big data
such as p-card transactions, payroll and all types of financial data. We can easily look at the data in
different ways to search for things like conflicts of interest, out-of-pocket reimbursements, unusual
transactions, etc. Currently, we run more than 60 tests each month through our use of IDEA. Our process
includes adding new tests and dropping those we find to be less effective.
With limited resources, how are you able to analyze so many areas of the organization on a
regular basis?
Since we are a small department, we enlist the help of accounting students. Our interns typically start
working with us their junior year so we benefit by having them for two years. Some even continue with
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Both Utah State

Have other departments benefitted from data analytics as well?
Some departments were only able to analyze about 10 percent of their transactional data. Using data
analytics, we can look at the entire population and spot problem areas to test questionable transactions
and follow up. Audit has access to data that’s not readily available to other departments. For example, we
join human resource and financial data to help ensure we are in compliance with the Affordable Care Act
requirements. We send weekly messages to human resources to follow up on issues we’ve found. My
supervisor proactively meets with departments to identify areas where we might be able to help.

us as they pursue their master’s degree. IDEA’s user interface is Window’s based, so the students are able
to use it right away. Some tests are run monthly, while others are run quarterly or annually. We use
OneNote to document our Computer Assisted Audit Techniques (CAATs), which helps the interns by
giving them step-by-step instructions on how to run the tests and the theory behind them. We review
their work carefully and their assistance allows our department to realize efficiencies while getting
coverage throughout the University. It also gives the students hands-on experience that is invaluable
when starting their careers. It’s a win-win for our department and the students.
What types of data analytics tests are included in the CAATs process?
We use field statistics and Benford’s Law for some of our analysis, and these are a few of the tests we run
regularly:

•

Summarize p-card transactions by employee and transactions by merchant

•

Summarize transactions by day – look for transactions made on the weekend or University Holiday

•

Compare merchant addresses to employee addresses using fuzzy matching

•

Use duplicate key detection to look for transactions in the same amount by the same employee for
the same merchant

•

Use duplicate key detection to look for transactions made on the same day an employee recorded 8
hours of leave (vacation, sick, FMLA, etc.)

Accounts Payable
• Summarize payments by day – look for payments made on the weekend or University Holiday
•

Summarize payments by vendor (# of transactions and $ paid)

•

Summarize payments by invoice # (look for split payments – more than one payment made on one
invoice)

•

Compare vendor addresses to employee addresses using fuzzy matching

•

Use duplicate key detection looking for duplicate vendors by name or address

Journal Entries
• Summarize journal entries by date (look for entries made on the weekend or university holiday)
•

Summarize journal entries by creation time (look for entries made before 7:00AM and after 6:00PM)

•

Use duplicate key detection to look for entries that were double entered

Payroll
• Summarize special pays by type of pay (stipends, awards, etc)
•

Summarize special pays by employee

•

Use duplicate key detection to look for more than one special payment made to the same employee
in the same amount

•

Use duplicate key detection to look for more than one payment to an employee in the same pay
period

•

Use duplicate key detection to look for more than one payment to the same bank and bank account
(ensure employees are married, etc. and not fictitious)

•

Use duplicate key detection on check payment numbers (look for duplicate checks)

Out-of-Pocket Employee Expense Reimbursements
Use duplicate key detection on employee name and amount for p-card transactions and out-of-pocket
reimbursements (looking for instances where a p-card transaction was also ran through as an out-ofpocket expense)
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P-Cards
• Benford’s Law - First digit, First 2 digits, second digit

Conflicts of Interest
Use duplicate key detection on employee addresses and department (look for instances where 2 employees
are living together and working in the same department – will review reporting lines, etc.)

Audit Tools

Both Utah State University and Bowling Green State University are leading the profession in using
technology to gain efficiency, expand the use of analytics beyond internal audit and streamline processes
to help achieve strategic goals. By sharing their best practices with other university auditors and students,
the profession is strengthened. For more information about IDEA, visit the U.S. distributor website,
www.audimation.com. Special pricing on IDEA and training is available to ACUA members.
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Have you seen all of the new conversations
on Connect ACUA?
Your fellow ACUA colleagues are finding it
to be a user-friendly resource in which to share
ideas and connect with each other.
Connect ACUA provides you with opportunities to:
• Receive input, exchange ideas, and share expertise,
directly from your email or from the Connect ACUA
website
• Stay aware of higher education hot topics, news,
and trends
• Network with other ACUA members
• Access and share files in the Connect ACUA Library

Connect.ACUA.org
Your Higher Education Auditing Connection
Get Connected Today!

Management vs. Internal Audit:
5 Frequent Sources of Tension
By Richard F. Chambers, CIA, QIAL, CGAP, CCSA, CRMA

I

n an ideal world, management and internal audit stand together in a common pursuit to
strengthen their organization's risk management, internal controls, and governance
processes. For the most part, this alliance prevails in corporate and public organizations
around the world. Despite being allies, management and internal audit do not always see eye
to eye. Disagreements may be easily resolved as simple wording in an audit report, or they may
be serious enough to impair internal audit's ability to carry out its mission.
Over my internal audit career, I navigated countless disputes with management. And, as an
IIA leader, I am frequently approached by chief audit executives (CAEs), or members of their
staff, who say they are at an impasse with management on a contentious issue. As I reflect on
potential conflicts between management and internal audit, five frequent sources stand out.
1. Internal Audit Resources
There is no scientific formula or international standard that prescribes the precise level of
staffing or budget for internal audit departments. If there were, then one source of tension
— disputes over resources — would be far less frequent.

So, when management seeks to reduce internal audit's budget or staffing levels, CAEs face a
difficult choice. Pushing back on potential resource reductions may alienate their administrative
boss (typically the CEO or CFO), while failing to raise a concern may leave the CAE's
functional boss (the audit committee) with a false sense of security that internal audit has the
resources to effectively carry out its mission. Navigating this dilemma requires courage and
finesse.
Because the appropriate level of internal audit resources can be subjective, I often advise CAEs
and audit committees to periodically review the top five risks that internal audit will not be
able to address with current resources. If the audit committee is comfortable with this
discussion, the debate over adequate resource levels is likely over, albeit only for the time
being.
ABOUT THE AUTHOR
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2. Risk Assessment
While there may not be a formula for calculating internal audit's resource requirements, there
are internal audit standards that mandate the assessment of risks at both the enterprise and
engagement levels. But as The Committee of Sponsoring Organizations of the Treadway
Commission (COSO) has observed, "risk management may be called both an art and a science."
Leveraging the art analogy, management sometimes prefers flattering portraits, while the
internal auditors seek to "paint it like it is." My advice here is to communicate first, negotiate
if appropriate, and ultimately agree to disagree if circumstances warrant.
The CAE should be sharing the results of the (preferably continuous) enterprise risk assessment
with the audit committee as a basis for internal audit's coverage. Courageous CAEs will not
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Management, particularly the CEO and chief financial officer (CFO), is charged by the board
with achieving organizational objectives, including the delivery of profitable results in the
corporate sector. To that end, management may move to streamline operations and reduce
costs, when necessary, to alleviate pressure on the bottom line. But a CAE's mission never
changes: to provide assurance and advice on the effectiveness of the organization's risk
management and internal controls.

simply alter, delete, or conceal their assessment of a risk because management doesn't like it. If
management and the CAE disagree over the accuracy of such risk assessments, then both views should
be presented to the audit committee. It may not be comfortable for the CAE, but it is usually the correct
course of action.
3. Results of an Internal Audit
No source of tension is more frequent (or sometimes more acrimonious) than a disagreement between
internal auditors and management over the results of an internal audit. The source is obvious: Internal
auditors undertake an objective and systemic evaluation of operations that are under the purview of
management. Most of the time, management agrees with internal audit's findings and recommendations.
However, as the saying goes, no one likes it when you call their baby ugly. The same may hold true when
management receives an internal audit report. It is typically operating management that offers the most
vehement objections to a draft or final audit report. If discussions and negotiations leave both parties at
an impasse, the issue should be elevated through the ranks of management, including to the CEO, if
necessary. If the CEO sustains a disagreement, then the CAE should note that with the audit committee.
Management may have the prerogative of accepting one or more risks identified in an internal audit
report, but the board has ultimate oversight of the risks.
management and
internal audit
do not always see
eye to eye

There have been far too many instances in recent years when high-profile companies have become
embroiled in a calamity or scandal resulting from a risk-management or control failure that had been
clearly on internal audit's radar, sometimes for years. In such instances, the internal auditors were often
as tarnished as management for failing to elevate their findings or conclusions all the way to the board
(audit committee). No one is served well when internal audit rolls over in the face of disagreement with
management over internal audit results.
4. Ratings and Opinions
Even when management begrudgingly agrees with unflattering internal audit results, the fur can fly
when internal audit assigns an overall rating on the audit report. Such ratings are often adjectival, for
example, "satisfactory," "needs improvement," or "unsatisfactory." It is not uncommon for operating
management to bristle at an "unsatisfactory" rating. And tensions can become much more pronounced if
the rating results in punitive actions, such as impacting management's performance assessment or
incentive compensation.
From my experience, executive management and the audit committee are often more receptive to internal
audit rating schemes than operating management. But that doesn't mean internal auditors should not be
sensitive to rating perceptions throughout the organization. As a CAE, I would discourage the use of such
ratings as a sole basis for reducing management's incentive compensation. That's because internal audit
will likely be perceived as an adversary by those who are negatively impacted. I plan to devote an
upcoming blog post to exploring the pros and cons of ratings in internal audit reports.
5. Relationship With the Audit Committee
Fortunately, the profession has come a long way in the past two decades when it comes to reporting
relationships. A recent IIA Global Pulse of Internal Audit survey shows that nearly 75 percent of internal
audit leaders worldwide report functionally to a board or its audit committee. From my experience,
management typically becomes comfortable with internal audit's dual reporting relationship. Strong
audit committees embrace their oversight of internal audit, and management understands that. In the
vast majority of organizations, the CEO and other C-suite executives would not interfere with internal
audit's access or reporting relationship with the audit committee. However, this still may create tension.
I am frequently approached by CAEs who feel smothered by their CEO or CFO when it comes to the
audit committee relationship. They report that the CEO wants to review and approve every communication
with the audit committee, and they lament that their CEO and/or CFO may frown upon or prohibit
informal communication between the CAE and audit committee chairman. Naturally, this is a
complicated dilemma, and one that is not easily navigated. While it is clearly inappropriate for
management to obsessively filter the CAE's communications with the audit committee, the CAE is again
caught between a rock and a hard place. I often urge audit committee chairs to be firm in communicating
their expectations on internal audit access, and to be the ones who initiate contact with the CAE if they
believe management is impeding communication.
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Despite being allies,

If a CAE finds the culture of the organization is insurmountable regarding open communications with
the audit committee, he or she may ultimately need to "speak with their feet" and leave the organization.
From my experience, when management impedes internal audit's access to the audit committee, it is
typically symptomatic of much darker cultural issues within an organization. Under such circumstances,
leaving may be the best thing a CAE can do for his or her career.
I realize this blog was a bit darker and longer than my typical reflections on internal audit. However,
tension between internal audit and management can become quite serious if allowed to fester. I urge
CAEs to build productive relationships within their organizations so they are surrounded by advocates
and champions for the work of internal audit. This will come in handy if conflicts arise. I also encourage
CAEs to build a network of peers with whom you can share your frustrations and seek advice. It is never
easy to walk alone.
I welcome your thoughts on this blog post, and encourage you to share any additional sources of frequent
tensions that I may have overlooked.
Comment on or "Subscribe" to this blog post.
The opinions expressed by Internal Auditor’s bloggers may differ from policies and official statements of
The Institute of Internal Auditors and its committees and from opinions endorsed by the bloggers'
employers or the editors of Internal Auditor. The magazine is pleased to provide you an opportunity to
share your thoughts about these blog posts. Some comments may be reprinted elsewhere, online or
offline.

Leadership

Reprinted with permission.
Copyright © 2017 The Institute of Internal Auditors. All rights reserved. | Privacy Policy
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Receiving Connect ACUA
Messages via E-Mail

Did you know that Connect ACUA can send community discussions to your email in a real time, daily digest, or weekly
digest format? You may update your notification preferences at any time with the following steps:
•

Log in to connect.acua.org using your ACUA ID and password.

•

At the top right of the screen, click on the icon and select the “profile” button.

•

From the drop-down menu under the My Account tab, select “Community Notifications.”

•

Choose your preferred community notification setting:

°

Weekly Consolidated Digest - To receive a Weekly Consolidated Digest email with all messages posted
for that week, check the box to the right of the Open Forum community at the bottom of the page,
then under “Weekly Consolidated Community Digest” in the middle of the page, select which day of
the week you would like to receive your email.

°

Daily Digest – To receive a daily digest email with all messages posted the previous day, select
Daily Digest from the drop-down menu to the right of the Open Forum community at the bottom of
the page.

°

Real Time - If you would prefer to receive email notifications each time a new message is posted,
select Real Time from the drop-down menu to the right of the Open Forum community at the bottom
of the page.

°

No Email - You may also select the No Email option from the drop-down menu, which will require
you to log into the Connect ACUA site to read and respond to messages.

To ensure that you always receive emails from Connect ACUA, please be certain that the emails are not being filtered
into your junk or spam folder. Connect ACUA emails are sent from the address DoNotReply@ConnectedCommunity.org
or Mail@ConnectedCommunity.org, if you need to add Connect ACUA to your email safe list.
We encourage you to join the discussion at Connect ACUA!
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ACUA Awards Presented at
the 2017 Annual Conference

T

he Awards Committee announced the winners of the Outstanding Professional Contributions,
Member Excellence in Service and Rising Star Awards at the 2017 Annual Conference in Phoenix,
Arizona.

OUTSTANDING PROFESSIONAL CONTRIBUTION AWARD
The Outstanding Professional Contribution Award was presented to Kevin Robinson from Auburn
University. This award recognizes a member who has made outstanding and noteworthy contributions to
the profession by creating wider recognition of internal auditing in higher education, promoting
cooperative relationships with other governance-related organizations, and promoting high professional
standards and sustained service to higher education and internal auditing professional organizations.
Robinson has more than 28 years of service at his university. He also has been very active in ACUA,
serving as ACUA President, and guided the Association in fulfilling its strategic plan. He served as a
frequent speaker and representative on behalf of ACUA, promoting the organization throughout higher
education. Subsequent to his service as
ACUA President, Kevin was able to secure
the sponsorship of Baker Tilly, one of
The Awards
ACUA’s most important strategic partners.
Committee members
Through his ACUA involvement, speaking
had the privilege
engagements, teaching and other activities,
Kevin has made and continues to make
of reviewing
outstanding professional contributions to
many outstanding
the profession of internal auditing in higher
education. Additionally, he is the primary
nominations this year
author for a monthly newsletter, Case in
and the difficult job
Point that is distributed to 1300 individuals
at 260 institutions. The newsletter provides
of selecting those to
an excellent opportunity to promote internal
be honored.
audit in higher education. Lastly, Kevin is
the go to, charismatic, speaker and teacher
on educating ACUA on fraud in higher
Kevin Robinson receives the Outstanding Contributions Award
with ACUA President, Sharon Kurek ( far right), Immediate
education. His expertise is invaluable to
Past President Pamela Doran (far left) and Awards Committee
ACUA.
member Tom Dwyer (right) at the Annual Conference in Phoenix,

Members

Arizona.

31 COLLEGE & UNIVERSITY AUDITOR

MEMBER EXCELLENCE IN SERVICE AWARD
The Member Excellence in Service Award was presented to Doug Horr from Vanderbilt University.
This Award recognizes a member who has made outstanding contributions to the mission of ACUA
through exceptional service.

Members

Horr is no stranger to ACUA. Having
been active with ACUA since 1992, he
person has been in numerous volunteer
roles. In fact, ACUA has noted that
Doug has served on more committees
for more years than any other ACUA
member! That is a lot of hours of
blood, sweat and tears for ACUA. Horr
has been a regular and enthusiastic
attender of both the annual and
midyear ACUA conferences since
joining, and he served the annual
conferences in the roles of proctor,
track coordinator, conference speaker,
and roundtable leader. He has held
committee member and leadership
roles in numerous committees,
including the Membership Committee,
Doug Horr receives the Member Excellence in Service Award with
ACUA President, Sharon Kurek (far right), Immediate Past President
the Nominating Committee, the
Pamela Doran (far left) and Awards Committee member Tom Dwyer
Bylaws Committee, the Audit
(right) at the Annual Conference in Phoenix, Arizona.
Committee, NCAA Committee, and
he was one of the original team
members on the Membership Committee. He is also an active ACUA Ambassador and continuously
volunteers to help welcome, greet and assist new ACUA members. He truly exemplifies ACUA’s spirit of
camaraderie. He was President of ACUA in 2013, bringing ACUA’s mission and focus back to its
members. But he didn’t finish his leadership role and leave after his term ended! He keeps asking for
more! Since then, he has served as the Chair of Partnerships Committee, assisting with external and
governmental relations directors and promoting ACUA to our partners. For the past 10 years, this
recipient serves as our ‘unofficial’ golf outing coordinator.
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RISING STAR AWARD
The Rising Star Award was presented to Marion Candrea from Rutgers University. This award
recognizes an ‘up and coming’ member who has made significant individual contributions in the areas of
internal audit, compliance, or risk management, which further the mission of ACUA. This award is
intended to spotlight, cultivate and recognize those developing the personal initiative and commitment
to positively impact higher education auditing that is essential to ACUA’s continued success.
Candrea has been an ACUA member
since 2008. She was part of the second
ACUA Leads! Cohort and expressed
sincere interest in how she could use
what she learned from the program to
advance auditing within the University
and give back to the profession.

The Award Committee members had the privilege of reviewing many outstanding nominations this year
and the difficult job of selecting those to be honored. The committee would like to thank all of the
ACUA members who took time to recognize the contributions and service of their colleagues.
The 2017 Awards Committee consisted of Betsy Bowers, University of West Florida (chair); Laura Buchhorn,
University of Texas – San Antonio; Chris Cavanaugh, Wichita State University; Tom Dwyer, Syracuse University;
Whit Madere, Virginia Community College System; Gail Nishida, Chapman University and Meaghan Smith,
Oregon Health and Science University.
33 COLLEGE & UNIVERSITY AUDITOR

Members

Candrea has led a team in conducting
the department’s first ever Quality
Assurance Review self-assessment,
helped transition the NJ School of
Medicine’s audit staff into Rutgers after
the merger of the two institutions, and
aided in the transition of a new Chief
Audit Executive. She is an active
member of the Audit and Advisory
Services management team in making
Marion Candrea receives the Rising Star Award with ACUA President,
changes (organizational, systems,
Sharon Kurek ( far right), Immediate Past President Pamela Doran
processes, etc.) for furthering the
(far left) and Awards Committee member Tom Dwyer (left) at the
Annual Conference in Phoenix, Arizona.
delivery of outstanding audit and
advisory services. Additionally, she is
co-director of ACUA’s Governmental Affairs committee and helps coordinates the committee’s activities
in monitoring new developments with government regulations and bringing those to ACUA members.
Candrea has helped develop the Costing Principles Committee charter and continues to look for ways to
improve its value to the membership.

Members

Highlights from ACUA’s
2017 Annual Conference
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UTSA's Dick Dawson retires from
UTSA after 24 Years of Service
J. Richard (Dick) Dawson, Chief Audit Executive at
The University of Texas at San Antonio (UTSA), retired
on May 31, 2017 after 24 years of service to UTSA and
over 35 years in the internal auditing profession.
Among his accomplishments at UTSA are the growth
and promotion of the Office of Auditing and Consulting
Services as well as the evolution and enhancement of the
Office of Institutional Compliance. He started his
career as a gas accountant/auditor before joining the
University of Texas (UT) System Audit Office in 1981.
He took over the Chief Audit Executive position at
UTSA in 1993 and never looked back. Dick assisted the
UT System Audit Office in many initiatives over the
years and was seen as a leader and point of contact for
other Chief Audit Executives both in the UT System
and across the nation.
Dick is held in high regard by members of the
Association of College and University Auditors (ACUA).
He is a past president of ACUA, was co-chair of the
ACUA Risk Dictionary Committee, served as an
executive sponsor of the ACUA leadership development
program and was a recurring speaker at ACUA
conferences. Dick also earned both the prestigious
ACUA Member Excellence in Service award and ACUA’s
Outstanding Professional Contribution award.
But he is also well known for dressing up at the ACUA Annual Conference dinner dances. He was the
easiest to find because inevitably he was always the tallest person in the room. Who can forget him as
the Grand Wizard as he became the ACUA president? Dick was a great gentleman and one of the most
fair, thoughtful, and kind individual you could meet. He had an open door policy and you could bend
his ear to new ideas. He will be sorely missed at UTSA, but he has his eye on coming back to teach an
Internal Auditing course to pass along his wisdom to the future generation of internal auditors.

Members

Dick plans to travel in his Airstream and enjoy their Port Aransas oasis at the Texas coast with his wife
Susan who is also retiring after several years as an elementary school teacher. Dick and Susan have two
sons and four grandchildren. If you want to pass along your well wishes to him, you can send him an
e-mail to ddawson@gvtc.com.
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Registration
Opens Soon!
2018 MIDYEAR
CONFERENCE
March 18-21, 2018
Hyatt Regency Louisville
Louisville, KY

WHAT YOU NEED.
WE’VE GOT IT.

Now it’s up to YOU to make renewing or adding your professional profile a top priority. Visit the
ACUA Career Center today and increase your engagement with some of the nation’s top employers!

http://careers.acua.org/
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September 9-13, 2018
New Orleans Marriott | New Orleans, LA

Save the Date

