CALIFORNIA STATE POLYTECHNIC UNIVERSITY, POMONA

Memorandum
DATE: January 25, 2008
TO: Dr. Herman J. Lujan COPY: President Ortiz
Provost and Academic Affairs Vice President Dr. Ed Barnes

Lisa Rotunni "~
Dr. Donald Straney
Dean, College of Science

/)
FROM: Joice Xiong 0(?"
Director ternal Audits

SUBJECT: Review of the College of Science

The final report for the financial review of the College of Science is enclosed. As we
discussed at the exit meeting yesterday, please send your response to each of the
recommendations to my office by February 25, 2008

Thank you again for your cooperation and assistance during my review.

Please do not hesitate to contact me with any questions.




AR R R R B R R R R RN R RN RN N RN RN RN NN RN

Internal Audits Office

College of Science
Financial Operations

California State Polytechnic University, Pomona

Audit Report 07-01

r

CAL POLY POMONA




‘B R BB E B EE RN RN RN RN NN NN NNEEN

Internal Review

College of Science Financial Operations

California State Polytechnic University, Pomona

Audit Report 07 - 1

Prepared by Joice Xiong
Director of Internal Audits

January 25, 2008




B R R R R R R R R EEERE R RN RE NN RN NN

Internal Review

College of Science Financial Operations

January 25, 2008

INTRODUCTION:

In November 2007, the Office of Internal Audits was asked to review the financial operations of
the College of Science to determine if there was a financial shortfall for 2007-08.

In order to conduct the review, the following information was requested from the College of
Science:

The general fund baseline budgets for the years 2006-07 and 2007-08;

The projected expenditures for 2007-08 for the College;

A list of ongoing recruitment for faculty and staff;

Net gain in tenure track faculty in 2006-07 and 2007-08;

A list of faculty release time for 2006-07 and estimated for 2007-08;

A list of faculty teaching loads for tenured/tenure track faculty for 2006-07 and estimated

for 2007-08;

e The projected income for 2007-08 from reimbursed activities and College of the
Extended University funds (open university reimbursement);

¢ An analysis of how the shortfall for 2007-08 was determined including detail of new

costs for the College.

Based upon the original allocation to the College from Academic Affairs, there was an operating
budget shortfall of $712,243 for 2006-07 that continued into 2007-08. In order to determine the
exact cause and severity of the shortfall and evaluate the overall financial health of the College,
we would need to conduct a comprehensive review of the financial management and budget
allocation processes for the Academic Affairs division. This is a broader scope review which
may be conducted as another phase, if requested.

There are areas found during this review process where budgetary decisions and operating
efficiencies could be improved upon immediately. These areas are described in the
recommendations included in this report.
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Operating Revenues:

The majority of the College of Science operating revenues comes from the Academic Affairs
division state general fund budget allocation to the College. The College was allocated
$15,615,193 in 2006-07, and $15,793,230 in 2007-08 (before compensation allocations). Below
is a table showing the permanent and expendable budgets for those two years for the College:

| 2006-07 2007-08
Permanent Base Budget $15,615,193 $15,793,230
Expendable Budget $16,856,548 $15,090,275

In reviewing the allocation memorandum and studying the $702,955 decrease in the 2007-08
expendable budget vs. the permanent base budget, a questionable procedure associated with
Academic Affairs administrative processes was discovered.

1) The “Loan” to the College of Science in 2006-07

During fiscal year 2006-07, the College of Science spent a total of $16,916,291 in its
operations generating a deficit of $712,243 after some temporary adjustments. Academic
Affairs “loaned” money from the College of Letters Arts and Social Sciences in the
amount of $652,500 to cover part of the deficit which totally changed the College’s
financial result by reducing the deficit to $59,743 for 2006-07. This loan to the College
masked the true financial status of the College for the 2006-07 fiscal year, which might
lead senior administrators of the university to make financial decisions for the fiscal year
2007-08 based on misleading information.

2) Repayment of “Loan” in 2007-08

For fiscal year 2007-08, the College of Science had to pay back the loan of $652,500
from their general fund allocation resulting in a reduction of the expendable budget for
the current fiscal year. There appeared to be no analysis of what caused the operational
and/or structural deficit in 2006-07 and no corrective action taken to address the
operational and/or structural problems in the College for 2007-08.

Recommendation 1:
¢ Funds should not be transferred/loaned from one College to another to “balance the
books” without addressing the underlying problems that created the deficit.

e To prevent future deficit spending, analysis of the deficit and appropriate corrective
actions should be implemented by the College and the Academic Affairs division.
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Operating Expenditures:

The majority of the College of Science’s operating expenses are salary expenditures. The
following table shows the base budgets, expenditure budgets, and salary expenses for 2006-07

and 2007-08 (projected).

| 2006-07 2007-08*

Permanent Base Budget $15,615,193 $15,793,230
Expenditure Budget $16,856,548 $15,090,275
Salaries:

Faculty Salary (including dept. chairs) $9,694,651 $10,604,438

Lecturers/TA $3,461,205 $2,510,083**

Other (mgt., staff, etc.) $2,725,534 $2,708,996
Subtotal salaries $15,881,390 $15,823,517
Operating Expenses $1,034,901 $246,758%**
Total Expenses $16,916,291 $16,070,275

( *) 2007-08 numbers were estimated by the College; (**) Additional TA costs of $685,000 will be paid from non-general fund source per
College. (***) Additional operating expenditures of $650,000 will be paid from non-general fund sources per College.

Of the total expenditures for fiscal year 2006-07 ($16,916,291), almost 94% ($15,881,390) went
towards salaries. For 2007-08, salary expenditures alone will exceed the entire expenditure
budget by more than $700,000 unless Academic Affairs makes an adjustment to the allocation.
In reviewing the personnel records for the College it appears that the College is experiencing

financial challenges due to the hiring and support of new faculty.

1) Hiring of new faculty

The College had a net gain of 23 tenure/tenure track faculty during the 2006-07 and
2007-08 fiscal years. There were five on-going faculty recruitments in 2007-08 which
were cancelled right before the review. The total salary costs for the 14 new tenure track
faculty members hired for 2007-08 was $886,500, while the College received an increase
of only $178,037 to the permanent base budget before reduction of $652,500 to pay back

the 2006-07 loan.

The administrators in the College of Science and the Academic Affairs division are
responsible for the overall budgetary decisions related to searches and hires. It does not
appear that there was appropriate coordination and oversight/management of the hiring
process and budget allocations to the College of Science. The new faculty hired over the
last few years has added a significant cost to the College’s operations. These unbudgeted
hires have contributed to the College changing from having a small surplus of $50,501 in
2005-06 to a deficit of $712,243 in 2006-07. The financial problem in 2007-08 will




