Governance Committee Meeting - Agenda

UNIVERSITY oF
SOUTH FLORIDA

A PREEMINENT RESEARCH UNIVERSITY

USF Board of Trustees
Governance Committee

Tuesday, February 14, 2023
10-10:15am
Microsoft Teams Meeting

Trustees: Will Weatherford, Chair; Sandra Callahan, Michael Carrere, Mike Griffin, Melissa Seixas

AGENDA
I.  Call to Order and Welcome Chair Will Weatherford
Il.  Public Comments Subject to USF Procedure
I1l.  New Business — Action Items

a. Approval of November 21, 2022, Minutes Chair Weatherford

b. DSO Board of Directors Chair Weatherford
i. USF Research Foundation, Inc. Boards of Directors
ii. USF Foundation, Inc. Board of Directors

c. Revisions to USF
Institute of Applied Engineering Bylaws General Counsel Gerard Solis

In considering the below agenda item, the Governance Committee is acting on behalf of the full
board pursuant to the BOT Operating Procedures, Article Il1. A., in order to comply with the
Board of Governors submission deadline. The makeup of the Governance Committee includes the
BOT Chair, Vice-Chair, and the Chairs of the Audit & Compliance Committee, Strategic
Initiatives Committee, Finance Committee, and the St. Petersburg Campus Board.

d. Acceptance of Performance-Based Funding (PBF) and
Preeminence Data Integrity Audit &
Approval of Data Integrity Certification Executive Director Virginia Kalil

IV.  Adjournment Chair Weatherford
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UNIVERSITY oF
SOUTH FLORIDA

A PREEMINENT RESEARCH UNIVERSITY

USF Board of Trustees

Governance Committee
Monday, November 21, 2022

Microsoft Teams Meeting

MINUTES
Chair Will Weatherford called the meeting to order, thanked everyone for participating, and
provided opening comments.
Kiara Guzzo called the roll

Trustee Sandy Callahan

Trustee Mike Carrere — Did not participate
Trustee Mike Griffin

Trustee Melissa Seixas

Trustee Will Weatherford

There were no public comments.

FL 101 - New Business — Action Items
Approval of the Minutes — August 23, 2022, and October 21, 2022

Having no revisions to the Minutes, Chair Weatherford requested a motion to approve. It was
given by Trustee Griffin and seconded by Trustee Seixas. The minutes were approved.

FL 102 — USF Financing Corporation and USF Property Corporation Board of Directors

Chair Weatherford commented that the Board is grateful for these individuals’ willingness to
serve on the Board of Directors.

Pursuant to Florida Statute Section 1004.28 and USF System Regulation 13.002, the USF Board
of Trustees must approve members of Direct Support Organizations’ Boards of Directors.
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Andrew Mayts is recommended to serve a term of 4 years on the USF Financing Corporation
and the USF Property Corporation Boards of Directors.

Mr. Mayts is a partner and public sector chair of the Shumaker law firm and focuses his practice
on banking and finance and construction related litigation, as well as cybersecurity prevention
and response. He handles complex civil litigation matters for businesses, including national
banks in state and federal court. Mr. Mayts is a USF Alumni.

Chair Griffin commented that Mayts is a great advocate for USF and formally moved for
approval. It was seconded by Trustee Callahan and the motion was approved.

FL 103 — USF St. Petersburg Campus Board member.

The Board of Trustees shall appoint members to the Campus Advisory Boards, from
recommendations of the President.

St. Petersburg Campus Advisory Board Appointment:

Isaac McKinney lll is an accomplished leader and problem solver, with a proven ability to deliver
cost-effective, innovative solutions that enhances the ability of a business when delivering
cutting edge products and solutions to its clients. Isaac has over twenty-five years of
organizational leadership experience with a canny ability to identify and solve complex
problems. A highly effective communicator who inspires others to maximize their performance,
and equally important, achieve their professional and personal goals. Respected as a credible
voice in decision making, finding strategic direction, and establishing execution guidelines, Isaac
earns a seat at the table wherever he serves. Issac McKinney is a USF Alumni.

Trustee Seixas commented that Mr. McKinney has a strong foundation of leadership and has a
commitment to USF. He is a good and solid candidate.

Chair Seixas made a motion to approve. It was seconded by Trustee Griffin and approved.

FL 104 — USF Research Vessel Western Flyer
FIO Director Monty Graham provided an update.

The University of South Florida entered into a grant agreement in July 2022 to receive the 117’
Research Vessel Western Flyer to be utilized as a platform for workforce development and for
increased ocean STEM participation by historically underrepresented groups across Florida and
the southeast United States. The research vessel’s operator will be the Florida Institute of
Oceanography (FIO). The vessel and its associated programming will directly support FIO’s
approved strategic plan and three of USF’s strategic priority areas: Sustainability,
Environmental, and Oceanographic Sciences; Global and National Security; Social Justice and
Human Rights. As a platform of advanced ocean technologies, the Western Flyer will increase
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USF STEM opportunities, support degree completion, increase recruitment of faculty and
students, and increase research funding. Funding for the vessel’s operations will be through the
existing FIO vessel auxiliary with revenues generated by contracts and grants with federal
agencies, maritime industry and philanthropic organizations.

A power point was provided which highlighted the following:

e Research Vessel Western Flyer — Action to accept the title

e Financial Overview

e Inclusive Training and Mentoring Program for Ocean STEM — Program Goals

e Remote Science Fosters Equity and Inclusion — Technologies and social systems to
connect humans, robots, and data

e Impact and Timeline

Chair Weatherford thanked FIO Director Graham for his fantastic presentation and the
committed work from him and his team. Chair Weatherford commented that this is a very
exciting opportunity for the University and is truly a great gift.

USF President Rhea Law expressed her sincere appreciation and congratulated FIO Director
Graham and his team on their effort and hard work that went into the USF Research Vessel
Western Flyer project.

Chair Weatherford requested a motion to approve. It was given by Trustee Seixas and
seconded by Trustee Griffin. The motion was approved.

Having no further business Chair Weatherford adjourned the Governance Committee meeting.
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Agenda Item: lll.b.i.

USF Board of Trustees
February 14, 2023

Issue: Direct Support Organization Board Membership

Proposed action: Approve Reappointment of a Direct Support Organization
Board Member for the USF Research Foundation, Inc.

Executive Summary:

Per Florida Statute Section 1004.28 and USF System Regulation 13.002, the USF Board
of Trustees must approve members of Direct Support Organizations’ Boards of
Directors.

This is a request to approve the reappointment of Gwen Mitchell as a non-USF member
of the Research Foundation Board of Directors.

Mitchell has more than 40 years of experience in public accounting with Deloitte,
primarily serving clients in consumer business, heavy manufacturing and
distribution. She has significant experience in the steel and metals industry and
has served as the lead client service partner on significant global public
reporting, mid-size and private clients and as a leader in community
organizations. She has worked on significant transactions including offerings,
acquisitions and dispositions. Mitchell also served in the firm’s quality network as
part of the inspections and monitoring group and is currently serving as senior
partner advisor in Deloitte’s audit technology and transformation group.

Financial Impact: No financial impact

Strategic Goal(s) Item Supports:

BOT Committee Review Date:

Supporting Documentation Online (please circle):  Yes No
Prepared by: Allison Madden, Corporate Secretary, USF Research Foundation
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Agenda Item: Ill.b.ii

USF Board of Trustees
February 14, 2023

Issue: Direct Support Organization (DSO) submission of USF Foundation Board
of Directors member for approval by the USF Board of Trustees.

Proposed action: Review and approval of USF Foundation Board of Directors
for ex-officio term to commence upon employment and approval by the USF
Board of Trustees.

Executive Summary:

The following have been selected in accordance with the Foundation’s
bylaws and are now being presented to the USF Board of Trustees’
Governance Committee for consideration and approval:

EX-OFFICIO APPOINTMENT

e Prasant Mohapatra. Ph.D., Provost and Executive Vice President

Financial Impact: None.

Strategic Goal(s) Item Supports:

BOT Committee Review Date:

Supporting Documentation Online (please circle):  Yes No
Prepared by: Pam Prado, Chief of Staff and Director of Board Relations
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Agenda Item: lll.c.

USF Board of Trustees
March 7, 2023

Issue: Direct Support Organization (DSO) Bylaws Revisions

Proposed action: Approve USF Institute of Applied Engineering (IAE) bylaws revisions

Executive Summary:

Per USF System Regulation 13.002, the USF Board of Trustees must approve all
revisions to DSO bylaws. USF IAE proposes the following changes to its bylaws.

Article 1V, Section 2 of the bylaws establishes USF IAE Board of Director nomination and
appointment responsibilities and quotas in accordance with Section 1004.28, Florida
Statutes. Paragraph C has been revised to assign a portion of that responsibility to the
USF IAE Corporation President/CEO.

Article V, Section 2 of the bylaws establishes officers of the corporation. The first
paragraph in Section 2 has been revised to reflect the University of South Florida
President has the responsibility to assign the individual who serves as the USF IAE
Corporation President/CEO.

The USF IAE Board of Directors approved these bylaws changes at its January 23, 2023
meeting, and has forwarded to the USF Board of Trustees Governance Committee for
their review and approval.

Financial Impact: N/A

Strategic Goal(s) Item Supports: All

BOT Committee Review Date: February 14, 2023

Supporting Documentation Online (please circle):  Yes No
Prepared by: Eric Forsyth, IAE Executive Director for Enterprise Operations
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BYLAWS
OF
UNIVERSITY OF SOUTH FLORIDA
INSTITUTE OF APPLIED ENGINEERING, INCORPORATED
(a Florida Corporation Not For Profit and a University Direct Support Organization

of the University of South Florida)

ARTICLE |

Name and Address

The name of this corporation is University of South Florida Institute of Applied Engineering,
Incorporated (the “Corporation”). The principal office and mailing address of the Corporation

shall be University of South Florida College of Engineering, 4202 East Fowler Avenue, Tampa,

Hillsborough County, Florida 33620.

ARTICLE Il

Purposes and Powers

SECTION 1. Purposes and Powers.

The Corporation is organized as (i) a corporation not for profit under Chapter 617,
Florida Statutes, and (ii) a university direct-support organization under Section 1004.28,
Florida Statutes, Florida Board of Governors Regulations 1.001(8)(b) and 9.011, and
University of South Florida Regulation 13.002, and corresponding provisions of any
subsequent laws or regulations. The Corporation is organized and shall be operated exclusively

for charitable, scientific and educational purposes and not for pecuniary profit, and exclusively
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for the support and benefit of the University of South Florida (the “University” or “USF”)

including without limitation the USF College of Engineering (“COE”). The Corporation shall

possess all of the powers and authority as are now or may hereafter be granted to corporations

not for profit and university direct-support organizations under the laws of the State of Florida.

Pursuant to the Corporation’s operations and activities exclusively for the support and benefit

of the University, the specific purposes for which the Corporation is organized shall include

but not be limited to the following:

A.

SECTION 2.

A.

The Corporation is organized and operated to provide applied engineering
solutions to the United States Federal government as well as other State,
County, and Municipal governments and industry. A distinguishing feature of
the Corporation, compared to other USF direct support organizations, is that it
will predominantly provide these solutions through contracts subject to Federal
Acquisition Regulation Sub-Part 31.2, Contracts with Commercial
Organizations. Further, these solutions, which include both products and
services, will come from, but not be limited to, the fields of Electrical,
Mechanical, Aerospace, Chemical, Material Science, Computer Science, Civil
& Environmental, Industrial & Management Systems, and Bio-Medical
Engineering. Through this, the Corporation will enhance scientific research
and educational opportunities for the University and community while
attracting new technology-focused industries to the local geographic area. As
such, the Corporation will further promote, stimulate, develop and advance the
business prosperity and economic welfare and diversity of the State of Florida

(the "State”) and its residents.

Limitations on Purposes and Powers.
All the assets and earnings of the Corporation shall be used exclusively for the
exempt purposes hereinabove set forth, including the payment of expenses
incidental thereto. No part of the net earnings of the Corporation shall inure to

the benefit of any member, director, or officer of the Corporation, or any other
2
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private individual, and no member, director, or officer of the Corporation or
any private individual shall be entitled to share in the distribution of any of the

corporate assets on dissolution of the Corporation.

No substantial part of the activities of the Corporation shall be the carrying on
of a program of propaganda, or otherwise attempting to influence legislation,
and the Corporation shall not participate in, or intervene in (including the
publication or distribution of statements) any political campaign on behalf of

or in opposition to any candidate for public office.

The Corporation shall not have the power to convey, lease, pledge, or otherwise
encumber assets owned by the State of Florida or the University. The
Corporation shall have sole responsibility for the acts, debts, liabilities, and

obligations of the Corporation in accordance with Florida law.

The Corporation does not have the power to issue stock or pay dividends, and
the private property of the members, directors, and officers shall not be liable

for the debts of the Corporation.

The Corporation shall not have the power to conduct any activities not
permitted by applicable laws including without limitation the Internal Revenue
Code and pertinent Treasury Regulations (or corresponding provisions of any

subsequent revenue laws) (hereinafter the “Code™).

The University’s President shall retain the ability, powers, and duties to:
monitor and control the use of University resources and the University name by
the Corporation; assure that the Corporation’s activities are consistent with and
supportive of the mission of the University; monitor compliance of the
Corporation with federal and state laws and applicable rules, regulations and
policies; approve salary supplements and other compensation or benefits paid
to University faculty and staff from the Corporation’s assets, consistent with

applicable policies; approve salaries, benefits, and other compensation paid to
3

10
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employees of the Corporation, consistent with applicable policies; and
otherwise supervise the Corporation as provided by Florida Board of Governors
Regulations 9.011, University of South Florida Regulations 13.002, and
provisions of any subsequent laws, regulations, and University policies and

internal management memoranda.

SECTION 3. Special Duties as a University Direct Support Corporation.

The Corporation shall comply with all requirements and perform all duties which are
necessary to maintain approval and certification of the Corporation as a university direct
support organization under Section 1004.28, Florida Statutes, Florida Board of Governors
Regulation 9.011, and University of South Florida Regulation 13.002, and corresponding
provisions of any subsequent laws or regulations. Without limiting the foregoing:

A. The Corporation shall comply with all conditions established by the Florida

Board of Governors and the USF Board of Trustees in order to be approved and
certified and to use property, facilities, or personal services at the University.

B. The Corporation shall comply with all such additional conditions, controls and
requirements as the Florida Board of Governors and the USF Board of Trustees
deems appropriate to provide for budget and audit review and oversight.

C. The Corporation’s Executive Director shall report to the University’s President
(or designee) in compliance with Florida Board of Governors Regulation
9.011(2).

D. The Corporation shall prepare an operating budget at least annually which, upon
approval by the Corporation’s Board of Directors, shall be submitted for
approval by the USF Board of Trustees or designee. Significant changes in
planned expenditures in the approved budget must be reported by the
Corporation to the USF Board of Trustees or designee as soon as practicable
but no later than the deadline established by the USF Board of Trustees. The
Corporation may provide any salary supplements and other compensation or

benefits for University faculty and staff employees only as set forth in the

4
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Corporation’s budget and subject to approval by the University’s President.

E. The Corporation shall provide for an annual audit conducted pursuant to the
University’s regulations or policies. The annual audit report shall be submitted
by the Corporation to the USF Board of Trustees or designee, the Florida Board
of Governors, and the Florida Auditor General for review. The USF Board of
Trustees or designee, the Florida Board of Governors, the Florida Auditor
General, and the Florida Office of Program and Policy Analysis and
Governmental Accountability may require and receive any records relative to
the operation of the Corporation from the Corporation or its independent
auditors.

F. The Corporation shall submit its federal Internal Revenue Service application
for Recognition of Exemption form (Form 1023) and its federal Internal
Revenue Service Return of Organization Exempt for Income Tax form (Form
990) to the USF Board of Trustees or designee at the times required by the
applicable regulation or policy of the USF Board of Trustees.

G. In the event of the Corporation’s decertification by the USF Board of Trustees,
the Corporation shall provide an accounting of its assets and liabilities to the
USF Board of Trustees or designee, and take such reasonable action as is
necessary to secure the return of all University property and facilities as

requested by the University.

ARTICLE Il
Membership

The sole member of the Corporation shall be the USF Board of Trustees, a public body
corporate of the State of Florida, acting for and on behalf of the University (the “Member.”).

The Member of the Corporation shall have no voting rights as member of the Corporation.

12
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ARTICLE IV

Board of Directors

SECTION 1. Powers and Duties

A.

The Board of Directors (the “Board”) shall be the governing body of the
Corporation exercising supervisory control over the operation, maintenance,
and governance of the Corporation in accordance with applicable laws and
regulations.

The Board shall have the powers, duties and responsibilities vested in the board
of directors of a Florida not for profit and university direct support organization
under applicable Florida laws and regulations.

The maximum number of directors serving on the Board is up to thirteen (13).

SECTION 2. Qualification and Compensation of the Board of Directors

The property, affairs, business, funds and operations of the Corporation shall be

managed, supervised and controlled by the Board, subject to applicable law and regulations,

the limitations contained in the Corporation’s Articles of Incorporation and Bylaws, and the

powers and duties reserved to the University’s President and the USF Board of Trustees. The

members of the Board shall serve in such capacity without compensation. The Board shall

carry out the purposes ofthe Corporation in compliance with the Articles of Incorporation and

these Bylaws. The Board shall include the incumbent holders of the following named offices

and persons from the following named classes

A.

One (1) Director shall be a person who is appointed to the Board by the
Chairperson of the USF Board of Trustees in accordance with Section 1004.28,
Florida Statutes.

One (1) Director shall be a person who is appointed to the Board by the
University’s President in accordance with Section 1004.28, Florida Statutes.

A minimum of four (4), up to a maximum of eleven (11), to include non-USF

employees, who are each nominated to the Board by the USF-Dean,-College-of
6

13
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Engineering—or-histher—designeeCorporation President/CEQ. These persons
shall be formally appointed and approved by both the Board as well as the USF

Board of Trustees in accordance with Section 1004.28, Florida Statutes.
Except as may be otherwise provided in the Articles and these Bylaws, Directors shall
serve a term of three (3) years and may be reappointed. Directors shall be removed in
accordance with the procedure provided in the Bylaws; provided, the Director who is
appointed to the Board by the Chairperson of the USF Board of Trustees may be removed only
by action of the Chairperson of the USF Board of Trustees.

SECTION 3. Removal and Resignation of Directors.

Directors may be removed by the University’s President in his/her sole discretion;
provided, the Director who is appointed to the Board by the Chairperson of the USF Board of
Trustees may be removed only by action of the Chairperson of the USF Board of Trustees.
Any Director may resign at any time by giving written notice to the Board. Any such
resignation shall take effect at the time specified therein or, if no time is specified therein, upon

its acceptance by the Board.

SECTION 4. Conflict of Interest

The Board shall adopt and keep in full force and effect a substantial conflict of interest
policy for its Directors and principal fe-officers in accordance with the rules and regulations of

the Internal Revenue Service applicable to tax exempt organizations.

14
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ARTICLE V

Officers

SECTION 1. Officers of the Board of Directors

The officers of the Board shall consist of a Chairperson, a Vice-Chairperson and such

other officers as the Board may provide by resolution. All of said officers shall be elected by

the Board from the membership of the Board. The same person may not hold more than one

office on the Board.

Chairperson: The Chairperson shall:

A

Exercise overall supervision of Board affairs and preside at meetings of the
Board.

Provide leadership to the Board and its committees in formulating, developing
and evaluating the Corporation's policies and goals;

Appoint special committees from time to time for the sole purpose of advising
the Chairperson on such matters as may be deemed necessary and appropriate
at the time;

Develop, coordinate, and supervise all operating policies and procedures of and for
the Board; and

Submit all information and reports to the University’s President as required by
Florida Board of Governors Regulation 9.011 and University of South Florida
Regulation 13.002.

Perform all the duties incident to his/her office and such other duties as may be

designated by the University’s President or the Board.

Vice-Chairperson: The Vice-Chairperson shall:

A.

B.

In the absence of the Chairperson, preside at meetings of the Board. The Vice
Chairperson shall vote in the decisions and actions of the Board.

Perform such duties as may be designated by the Chairperson or the Board.

15
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SECTION 2. Officers of the Corporation

The officers of the Corporation shall consist of a President/Chief Executive Officer
(CEO), Secretary, Treasurer and such other positions as from time to time are elected or
appointed by the Board. The Secretary and Treasurer positions may be held by the same
person. The President/Chief Executive Officer shall be a University employee who is

appointed by the University President. shall-assigh—the—individual2whoserves—as—the

shall hold office until the next annual meeting of the Board, until their successors are elected

or appointed by the Board, or as otherwise provided by these bylaws.

President/CEQ: The President/CEO is the direct representative of the Board in the
management of the Corporation. The President/CEO’s duties shall include, but not be limited

to, the following:

A. Direct and oversee performance of the Corporation.
B. Sign written instruments of the Corporation except as the Board shall provide
otherwise;

C. Control the budget and funds of the Corporation;

D. Prepare annual operating and capital budgets; develop performance reports
comparing actual operations with approved budgets; and submit reports on the
financial condition of the Corporation to the Board at its regular meetings;

E. Create and supervise the Corporation’s administrative management structure
and staff; and

F. Perform all the duties incident to his/her office and such other duties as may be

designated by the Chairperson or the Board.

Secretary: The Board shall appoint an individual to serve as the Secretary. The
Secretary shall:

A. Keep accurate records of attendance, votes, and minutes of all proceedings of
9

16
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the Board.

Ensure that a quorum of Directors is present to conduct Board meetings;

Have charge of and affix the corporate seal to instruments as appropriate.
Have charge of all official records of the Corporation that shall be at all
reasonable times open to the inspection of any Director; and

Perform all the duties incident to his/her office and such other duties as may be

designated by the Chairperson or the Board.

Treasurer The Board shall appoint an individual to serve as the Treasurer. The

Treasurer shall:

A.

Support the President/CEO in controlling the budget and funds of the
Corporation;

Support the President/CEO in preparing annual operating and capital budgets;
developing performance reports comparing actual operations with approved
budgets; and submitting reports on the financial condition of the Corporation to
the Board at its regular meetings;

Receive and keep the funds of the Corporation and pay out the same only in
accordance with the guidelines established by the Board;

Deposit all monies, checks and other credits to the account of the Corporation in
such bank or banks or other depositories as the Board may designate;

Review all receipts and vouchers for payment made to and all vouchers and
checks made by the Corporation and shall regularly maintain a full and accurate
account of all funds received and paid out by the Corporation;

Render to the Board an account and statement of the Treasurer's actions at the
annual meeting of the Board and at such other times as the Board may determine;
At all reasonable times exhibit the Treasurer's books and accounts to any
Director of the Board;

Perform all the duties incident to his/her office and such other duties as may be

designated by the Chairperson or the Board.

10
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SECTION 3. Resignation and Removal

Any officer of the Corporation may resign at any time by giving written notice to the
Chairperson or the Secretary. Any such resignation shall take effect at the time specified in the
notice, or, if no time is specified therein, upon its acceptance by the Chairperson or the Board.
The Chairperson or the Board may, with or without cause, remove from office any officer or
agent of the Corporation except the Corporation President/CEQO. The University President
may, with or without cause, remove from office the Corporation President/CEO. The
Chairperson or the Board shall have authority to make appointments to fill vacancies in officer

positions, subject to the provisions of these Bylaws.

ARTICLE VI

Meetings of the Board of Directors and its Committees

SECTION 1. Regular Meetings.

The Board shall hold regular meetings as called by the Chairperson. One regular
meeting of the Board, to be held in October of each year, shall be designated the annual
meeting of the Board for the purpose of electing officers as applicable, appointing new
committee members as applicable, and the transaction of other business. The Chairperson and
the chairpersons of other committees shall fix the time and place of regular meetings of such
Board or committee, respectively.

SECTION 2. Special Meetings.

The Chairperson and the chairpersons of other committees shall have authority to call
special meetings of such Board or committee respectively whenever he/she deems necessary
or desirable. In addition, the Chairperson and the chairpersons of other committees shall call a
special meeting whenever requested in writing to do so by a majority of the members of the

Board or other committee.

SECTION 3. Participation in Meetings by Telephone.
11
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Members of the Board and other committees may participate in meetings of the Board

and other committees by means of a conference telephone or similar communications

equipment by which all persons participating can hear each other at the same time, and

participation by such means shall constitute presence in person at such meeting.

SECTION 4. Notice, Agendas and Minutes.

A.

Unless waived as provided by law, written notice of the place, date, time, and
purpose of regular Board and committee meetings shall be given to each member
thereof by personal delivery, mail, facsimile, telegram or email at least one (1) day
prior to said meetings, and similar notice of any special meetings shall be given to all Board
or committee members as soon as practicable prior to said meetings. Either a regular or
special meeting may be held without notice if all Board or committee members waive, in
writing, the right to receive notice. Notice of a meeting need not be given to any member
who signs a waiver of notice either before or after the meeting. Attendance of any Board or
committee member at any meeting shall be deemed a waiver of notice of such meeting and
a waiver of any and all objections to the place of the meeting, the time of the meeting, or
the manner in which it has been called or convened, except when a member states at the
beginning of the meeting or promptly upon arrival at the meeting, any objection to the
transaction of affairs because the meeting is not lawfully called or convened.

The Chairperson of the Board and the chairpersons of other committees may elect
to provide notices of Board and committee meetings to individuals other than
members of such Board or committee, respectively. The Chairperson shall provide
notices of all Board meetings to the USF Chief Financial Officer who shall have
the right to attend all meetings of the Board.

A written agenda of the matters to be considered at a Board or committee meeting
shall be delivered to members thereof prior to such meeting, provided, however,
that Board and committee proceedings shall not be limited to matters set forth in

such agenda.
12
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D. Written minutes of the proceedings of the Board and committees shall be

maintained and all actions taken at Board and committee meetings shall be properly

recorded in the minutes. Minutes shall, where reasonably possible, be delivered to

the members of the Board or committee in advance of its next scheduled meeting.

SECTION 5.

A.

SECTION 6.

Quorum and Voting.

The presence of a majority of the members of the Board shall be necessary and
sufficient to constitute a quorum for the transaction of business at all meetings
of the Board.

The presence of a majority of the members of any Board committee shall be
necessary and sufficient to constitute a quorum for the transaction of business at
all meetings of committees of such Board committee.

In the absence of a quorum, a majority of members present at the meeting of
the Board or committee may adjourn the meeting until a quorum is present for
the transaction of business.

The vote of a majority of the members of the Board or any Board committee
present at a meeting of the Board or committee shall constitute the action of the

Board or Committee except as otherwise provided by these Bylaws.

Parliamentary Rules.

The most recent edition of “Roberts Rules of Order” shall be followed in conducting

the meetings of the Board and committees unless otherwise provided by resolution of the

Board.

13
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ARTICLE VII

Committees of the Board of Directors

SECTION 1. Appointment to and Removal from. Composition. and Term of

Committees.

The chairpersons and members of all standing and special committees of the
Board shall be appointed for a term of three years and may be reappointed as
provided by these Bylaws. A committee chairperson or member may be
removed from a committee only by the Board.

All committees of the Board shall consist of not less than three (3) members, at
least one (1) of whom shall be a Director. Individuals other than Directors shall
be eligible to serve on committees. However, the chairperson of each
committeeshall be a Director.

The chairpersons and members of standing committees shall continue in these
capacities until their successors have been appointed. Special committees shall
be discharged by the Board upon completion of the task for which they are

established.

SECTION 2. Other Standing and Special Committees.

A.

(i)

Composition.
The Board may by resolution appoint one or more other standing or special
committees which shall perform specific functions and tasks as provided in the
resolution, except that a delegation of power to such committees shall not
include any of the following powers:

approve or recommend to members actions or proposals required by

Chapter 617, Florida Statutes, to be approved by members
14
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(i) fill vacancies on the Board or any committee thereof;

(iii)  adopt, amend, or repeal the Articles of Incorporation or these Bylaws of
the Corporation;

(iv)  sell, lease, exchange, or otherwise dispose of all or substantially all of the
property and assets of the Corporation;
(v) adopt a plan of voluntary dissolution of the Corporation;
(vi)  amend or repeal any resolution approved by the Board; or

(vii)  exercise any other powers specifically provided in the Bylaws as being
reserved for the Board.

In addition, if such a committee includes a member who is not a Director, the
committee shall not be delegated any powers of the Board. The Board shall have
the authority to appoint a special committee from time to time for the sole purpose
of advising the Board on such matters as may be deemed necessary and appropriate

at the time.

Meetings, Quorums and Minutes.

Meetings of standing and special committees may be called by the chairperson
of the committee or by the Board, or by the Chairperson, and notice of any
committee meeting shall be given in the manner provided in these Bylaws for
notices of special meetings of the Board. Each committee shall keep regular
minutes of its proceedings. The Chairperson, and his/her designees, shall have

the right to attend any meeting of any special and standing committee.
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ARTICLE VIII

Adoption and Amendments

The Board shall adopt these Bylaws and may from time to time modify, alter, amend
or repeal the Bylaws by an affirmative vote of two-thirds (2/3) of the members of the Board
present and voting at any duly held regular or special meeting of the Board, or by all Directors
signing a written statement manifesting their intention that the Bylaws be adopted, amended
or repealed; provided, with respect to such meetings, notice thereof, which shall include the
text of the proposed change to the Bylaws, shall be furnished in writing to each member of the
Board at least seven (7) days prior to the meeting at which the change to the Bylaws is to be
voted upon; provided further, the adoption, amendment or repeal of the Bylaws shall not be
effective without the written concurrence of the University’s President, the USF Board of

Trustees, and such other approvals as may be required by law or regulation.

ARTICLE IX

Indemnification

The Corporation shall indemnify each director, officer, employee and agent of the
Corporation, and may indemnify any other person, to the full extent permitted by the Florida
Not For Profit Corporation Act and other applicable laws. The rights conferred by this Article
shall not be exclusive of any other right that any director, officer, employee, agent or other
person may have or hereafter acquire under the Florida Not For Profit Corporation Act, any
other statute or agreement, pursuant to a vote of disinterested directors, or otherwise. No repeal
or modification of this Article shall limit the rights of any director, officer, employee or agent
to indemnification with respect to any action or omission occurring prior to such repeal or

modification

16
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ARTICLE X

Dedication of Assets and Dissolution

The Corporation dedicates all assets which it may acquire to the charitable purposes as
set forth in Article Il hereof. In the event that the Corporation shall dissolve or otherwise
terminate its corporate existence, subject to the provision of Chapter 617, Florida Statutes, the

Corporation shall distribute all its existing assets as provided in the Articles of Incorporation.

ARTICLE XI

Access to Corporate Records

Public access to all records of the Corporation shall be governed by Section 1004.28,

Florida Statutes and the Corporation’s policy on disclosure of records.
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Agenda Item: lll.d.

USF Board of Trustees
February 14, 2023

Issue: Board of Governors Performance-Based Funding and Preeminence Data
Integrity Audits and Certification

Proposed action: Acceptance of Performance-Based Funding (PBF) and
Preeminence Data Integrity Audits and Approval of Data Integrity Certification

Executive Summary: Pursuant to Florida Statute 1001.706(5)(e) and Board of
Governors Chair Lamb’s letter to University Presidents and University Board of
Trustees Chairs dated June 21, 2022, the USF Office of Internal Audit (1A)
conducted internal audits of PBF and Preeminence Data Integrity. The primary
audit objectives for both audits were to:

e Determine whether the processes and internal controls established by the
university ensure the completeness, accuracy, and timeliness of data
submissions which support the performance measures.

e Provide an objective basis of support for the President and Board of
Trustees Chair to sign the representations included in the Data Integrity
Certification.

The Board of Governors requires the acceptance of the audit results and the
approval of the Data Integrity Certification by the Board of Trustees, with
submittal to the Board of Governors by March 1, 2023.

The scope and objectives of both audits were set jointly and agreed to by the
University’s President, Board of Trustees Chair, Board of Trustees Audit and
Compliance Committee Chair, and chief audit executive. IA followed its standard
risk assessment, audit program, and reporting protocols.

Conclusion: 1A’s overall conclusion for both audits was that there was an
adequate system of internal controls in place to meet the audit objectives.

Financial Impact: The University received $73.4 million in PBF allocations for
fiscal year 2022-2023, including a return of the institutional investment of $38.0
million.
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Regarding Preeminence, approximately $19.8 million of recurring funding for
fiscal year 2022-2023 resulted from the University’s Preeminence performance.
This amount remains flat with no new Preeminence funding awarded to the
University since fiscal year 2018-2019.

Strategic Goal(s) Item Supports: To practice continuous visionary planning and
sound stewardship throughout USF to ensure a strong and sustainable financial base, and to
adapt proactively to emerging opportunities in a dynamic environment.

BOT Committee Review Date: 02/14/2023

Supporting Documentation Online (please circle): No
Data Integrity Internal Audit Presentation

23-010 Performance-Based Data Integrity Audit Report

23-010 Performance-Based Data Integrity Management Letter

23-020 Preeminence Data Integrity Audit Report

23-020 Preeminence Data Integrity Management Letter
Data Integrity Certification

Prepared by: Virginia Kalil, Executive Director/Chief Internal Auditor, USF Office of Internal
Audit
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UNMIVERSITY of

SOUTH FLORIDA

Overall Objectives

* Determine whether the processes and internal controls
established by the university ensure the completeness,
accuracy, and timeliness of data submissions which support
performance-based funding (PBF) and preeminence measures

* Provide an objective basis of support for the university
President and Board of Trustees Chair to sign the
representations included in the Board of Governors (BOG) Data
Integrity Certification
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UNMIVERSITY of

SOUTH FLORIDA

Scope

* I[dentifying and evaluating any material changes to the controls
and processes, including:

— Prior year recommendations
— BOG data definition changes
— Data elements, key personnel, and/or file submission changes

e Reviewing data resubmissions
« Updating risk assessments, including fraud risks

 Verifying accuracy, completeness, and consistency with BOG
expectations of data components, data metric methodologies,
and data submitted through detailed testing
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Performance-Based Funding
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Conclusion and Results

Adequate system of internal control in place, assuming
corrective actions are taken timely to address the two
medium-priority risks.

No impact to the overall status of the performance
metrics.
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Medium-Priority Risks Identified

1. Dual enroliment courses taken during Summer terms
were not properly identified in the Courses to Degree
(CTD) table for students with a High School
graduation date in May, June, or July adversely
Impacting Metric 3 — Cost to the Student.

2. System access privileges - Confidential
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Conclusion and Results

Adequate system of internal control in place, assuming
corrective actions are taken timely to address the two
medium-priority risks.

No impact to the overall status of the performance
metrics.
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Medium-Priority Risks Identified

1.

Inclusion of the Moffitt Cancer Center Imputed Rent
on the FY 2021 Higher Education Research and
Development (HERD) Survey requires additional
assessment and formal documentation of the

rationale.

Additional improvements to controls over the
research and development expenditures in the HERD
survey are needed to ensure accurate reporting.
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Overall Data Integrity Conclusion

Adequate system of internal control in place, assuming
corrective actions are taken timely to address the
medium-priority risks identified.

No impact to the overall status of the performance
metrics.
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DocuSign Envelope ID: 0B8D9510-4212-4A57-86ED-B455CCC31E87

%/ SOUTH FLORIDA

Office of Internal Audit

MEMORANDUM

TO: Dr. Eric Eisenberg, Interim Provost & Senior Vice President of University-
Community Partnerships
Dr. Terry Chisolm, Vice Provost for Strategic Planning, Performance &

Accountability
DocuSigned by:
FROM: Virginia L. Kalil, CIA, CISA, CFE, CRISC - :
Executive Director/Chief Internal Auditor MVQMM ML
OD6C38EF9EG641E...
DATE: February 7, 2023

SUBJECT:  23-010 Performance Based Funding Data Integrity Audit

The University of South Florida (USF) Office of Internal Audit (IA) performed an audit of the
internal controls that ensure the completeness, accuracy, and timeliness of data submissions to the
Board of Governors (BOG). These data submissions are relied upon by the board in preparing the
measures used in the performance-based funding (PBF) process. This audit also provides an
objective basis of support for the President and Board of Trustees (BOT) Chair to sign the
representations included in the Data Integrity Certification to be filed with the BOG by March 1,
2023. 'This project is part of the approved 2022-2023 Work Plan.

The PBF measures are based on data submitted through the State University Database System
(SUDS) utilizing a state-wide data submission process for BOG files. For additional information on
data files included in this audit, see Appendix A.

Based on the review, IA concluded there was an adequate system of internal control in place,
assuming corrective actions are taken timely to address the two medium-priority risks communicated
separately in our Management Letters. These risks include dual enrollment courses taken in summer
terms being improperly identified in the Hours to Degree Courses to Degree table impacting Metric
Three — Cost to the Student, and systems access privileges, the latter of which is communicated in a
separate confidential management letter. Despite the risks identified, there was no impact to the
overall status of each metric.

4202 E. Fowler Ave., ALN 145 e Tampa, FL 33620
Office: (813) 974-2705 o www.usf.edu/audit
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1A 23-010
OVERALL CONCLUSION

[J Adequate System of Internal Findings indicate that, as a whole, controls are adequate.
Control Identified risks, if any, were low-priority requiring timely

management attention within 90 days.
Adequate System of Internal Medium-priority risks are present requiring urgent
Control — with reservations management attention within 60 days.
[] Inadequate System of Internal High-priority risks are present requiring immediate
Control management attention within 30 days.

We appreciated the outstanding cooperation received throughout this audit. Please contact IA at
(813) 974-2705 if you have any questions.

cc: Richard Sobieray, Senior Vice President for Financial Strategy (CFO) and Administrative
Services
Drz. Charles J. Lockwood, Executive Vice President, USF Health & Dean College of
Medicine
Dr. Karen Holbrook, Regional Chancellor, USF Sarasota-Manatee Campus
Dr. Christian E. Hardigree, Regional Chancellor, USF St. Petersburg Campus
Dr. Cynthia DeLuca, Vice President, Student Success
Jennifer Condon, Vice President, Business and Finance, Deputy CFO & Controller
Sidney Fernandes, Vice President and Chief Information Officer, Information Technology
Dr. Allison Crume, Associate Vice President and Dean of Undergraduate Studies, Student
Success
Billie Jo Hamilton, Associate Vice President, Enrollment Planning & Management
Nick Setteducato, Associate Vice President, Resource Management and Analysis
Masha Galchenko, Assistant Vice President, Resource Management and Analysis
Dr. Glen Besterfield, Assistant Vice President and Dean of Admissions, Student Success
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1A 23-010

BACKGROUND

In 2014, the BOG implemented the PBF Model which includes 10 metrics intended to evaluate
Florida institutions on a range of issues (e.g., graduation and retention rates, average student costs).
Nine of the metrics are common to all institutions, while the remaining one varies by institution and
focuses on areas of improvement or the specific mission of the university.

The metric calculations are based on data submitted through the State University Database System
(SUDS) utilizing a state-wide data submission process for BOG files. In order to ensure the
integrity of the data being submitted to the BOG to supportt the calculation of the metrics, USF has
established specific file generation, review, certification, and submission processes.

File Generation Process

USF utilizes an automated process, Application Manager, to extract data files from the original
systems of record and reformat and redefine data to meet the BOG data definition standards. The
only data file that can be impacted outside the Application Manager process is the Hours to Degree
submission. (See Hours to Degree File Generation Process below.)

This Application Manager process includes the following key controls:

v" The Application Manager jobs can only be launched by authorized Data Stewards. In
addition, individuals responsible for the collection and validation of the data have no ability
to modify the Application Manager jobs.

V" The Retention File generated by the BOG is downloaded from the BOG SUDS portal to
HubMart by Resource Management & Analysis (RMA). The Data Stewards and Sub-
certifiers cannot change the files.

v" Corrections are made to the original systems of record and the Application Manager job is
re-run until the file is free of material errors.

v" Any changes to the data derivations, data elements, or table layouts in the Application
Manager jobs are tightly controlled by RMA and Information Technology (IT) utilizing a
formal change management process.

V' There are IT controls designed to ensure that changes to the Application Manager jobs are
approved via the standard USF change management process and that access to BOG
submission-related data at rest or in transit is appropriately controlled.

Hours to Degree File Generation Process

The Hours to Degree file submission has two primary tables: 1) Hours to Degree (HTD) that
contains information regarding the students and the degrees issued and 2) Courses to Degree (CTD)
that includes information regarding the courses taken and utilization of the courses to degree. The
HTD file is derived based on data in HubMart (Degrees_Submitted_Vw) and data from the student
records system, OASIS (Online Access Student Information System)-a Banner product. The CTD
file is generated from a combination of OASIS data and data obtained from the degree certification
and advising system (DegreeWorks).

While an Application Manager process is used to create the HTD file, the process utilizes a series of
complex scripts to select the population, normalize the data fields to meet BOG data definition
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1A 23-010

standards, and populate course attributes used by the BOG to identify excess hours exemptions.
This includes deriving whether courses are “used to degree” or “not used to degree” from
DegreeWorks.

The systematically-identified HTD population and CTD file are loaded into two custom Banner
reporting tables for validation. Any necessary corrections are made manually by the Data Steward
utilizing custom Banner forms.

BOG File Review and Certification Process

USF utilizes a formal review process managed by RMA for all BOG file submissions. The review
and certification process includes the following key controls:

v" Data Stewards, Sub-certifiers and Executive Reviewers who had operational and/or
administrative responsibility for the institutional data are assigned key roles and
responsibilities. The RMA website defines each of these roles.

v A central repository (DocMart) contains detailed information regarding data elements for
each BOG SUDS file.

v" A secured file storage location (HubMart) provides read-only access and functionality to the
data collected and extracted into the Data Warehouse from transactional source systems in
order to allow Data Stewards and Sub-certifiers to review and validate data.

v" A formal sub-certification and executive review process is in place to ensure that institutional
data submitted to the BOG accurately reflects the data contained in the primary systems of
record. No BOG file is submitted to the BOG by the Data Administrator until the
Executive Reviewer(s) approves the file.

v A formal process for requesting and approving resubmissions includes a second executive
review process.

BOG File Submission Process

Once all data integrity steps are performed and the file is ready for upload to the SUDS portal, a
secure transmission process is used by RMA to ensure data cannot be changed prior to submission.

Key controls within this process include:

v" A dedicated transfer server is used to transmit the BOG SUDS files. Only RMA and IT server
administrators have access to the transfer server.

v" Only RMA staff can upload a file from the transfer server to SUDS, edit submissions, generate
available reports, or generate reports with re-editing.

v" Only the Data Administrator and Back-up administrator can submit the final BOG file.

40f8
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1A 23-010

SCOPE AND OBJECTIVES

The audit focused on the internal controls established by USF as of September 30, 2022 to ensure
the completeness, accuracy, and timeliness of data submissions to the BOG, which support the PBF
measures.

The primary objectives of our audit were to:

e Determine whether the processes and internal controls established by the university ensure
the completeness, accuracy, and timeliness of data submissions to the BOG which support
the PBF measures.

e Provide an objective basis of support for the President and BOT Chair to sign the
representations included in the Performance-Based Funding Data Integrity Certification,
which will be submitted to the BOT and filed with the BOG by March 1, 2023.

The scope and objectives of the audit were set jointly and agreed to by the President, BOT Chair,
the BOT Audit & Compliance Committee Chair, and the university’s Chief Audit Executive. TA
followed its standard risk assessment, audit program, and reporting protocols.

PROCEDURES PERFORMED

We followed a disciplined, systematic approach using the International Standards for the Professional
Practice of Internal Auditing. The information system components of the audit were performed in
accordance with the ISACA (Information Systems Audit and Control Association) Standards and Guidelines.
The COSO (Committee of Sponsoring Organizations of the Treadway Commission) and COBIT
(Control Objectives for Information and Related Technologies) Control Frameworks were used to
assess control structure effectiveness.

For term-based submissions, testing of the control processes was performed on the files covering
the period Summer 2021 through Spring 2022. For files submitted annually, the current year file
was selected for testing if available by November 18, 2022. Our testing focused on the tables and
data elements in the files which were utilized by the BOG to compute the performance measure.
For additional information on the files included in this review see Appendix A.

Minimum audit guidelines were established by the BOG in year one which outlined eight key
objectives. Although not required, these key objectives have been incorporated into the audit each
subsequent year:

1. Verify the Data Administrator has been appointed by the university president and PBF
responsibilities incorporated into their job duties.

2. Validate that processes and internal controls in place are designed to ensure completeness,
accuracy, and timeliness of data submissions.

3. Determine whether policies, procedures, and desk manuals are adequate to ensure integrity of
submissions.

4. Evaluate the adequacy of system access controls.

Verify data accuracy through sample testing of key files and data elements.

6. Assess the consistency of Data Administrator’s certification of data submissions.

w
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7. Confirm the consistency of data submissions with the BOG data definitions (files and data
clements).
8. Evaluate the necessity and authorization of data resubmissions.

In year one, a comprehensive review (Audit 15-010) of processes and controls was conducted
followed by a risk assessment. In each subsequent year, system process documentation was updated
to reflect any material changes that took place; a new risk assessment was performed based on the
updated system documentation and processes; and a new work plan was developed based on the
updated risk assessment. Fraud-related risks, including the availability and appetite to manipulate
data to produce more favorable results, was included as part of the risk assessment.

This year’s audit included:

1. Evaluating any changes to key processes used by the Data Administrator and data
owners/custodians to ensure the completeness, accuracy, and timeliness of data submissions
to the BOG. This includes identifying changes in key personnel performing these processes,
and verifying new controls put in place to resolve deficiencies identified in the prior year’s
audit. However, there were no deficiencies identified in last year’s audit.

2. Reviewing all requests to modify data elements and/or file submission processes to ensute
they followed the standard change management process and are consistent with BOG
expectations.

3. Reviewing the Data Administrator’s data resubmissions to the BOG from January 1, 2022 to
December 31, 2022 to ensure these resubmissions were both necessary and authorized, as
well as evaluating that controls were in place to minimize the need for data resubmissions
and were functioning as designed.

4. Tracing samples from the Retention (RET), Student Instructional File (SIF), SIF Degtrees
Awarded (SIFD), Student Financial Aid (SFA), and Hours to Degree (HTD) BOG files to
OASIS (Online Access Student Information System), the system of record. The integrity of
these files collectively impact metrics one through ten.

5. Review of logical access and server management to verify security of data and data
transmissions.

PRIOR AUDIT PROJECTS

In FY 2021-2022, an audit of the controls established by the university to ensure the completeness,
accuracy, and timeliness of data submissions to the BOG which supported the PBF metrics (Audit
22-010, issued February 3, 2022) was performed and there were no high or medium-priority risk
recommendations reported.

CONCLUSION

Based on the review, IA concluded there was an adequate system of internal control in place,
assuming corrective actions are taken timely to address the two medium-priority risks communicated
separately in our Management Letters. These risks include dual enrollment courses taken in summer
terms being impropetly identified in the HTD Courses to Degree table impacting Metric Three —
Cost to the Student, and systems access privileges, the latter of which is communicated in a separate
confidential management letter. Despite the risks identified, there was no impact to the overall
status of each metric.
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PERFORMANCE MEASURES DATA SOURCES

Measure | Description BOG File Data Used/Created by the BOG
One Percent of bachelor’s graduates employed full- | SIFD National Student Clearing house,
time in or continuing their education in the U.S. Florida Education and Training
one year after graduation Placement Information Program
Two Median wages of bachelor’s graduates employed | SIFD Unemployment insurance wage
full-time one year after graduation data
Three Cost to the Student SIF, SFA, College Board national average
HTD book cost
Four Four year First time in College (FTIC) SIFP, SIF, BOG created Cohort and
graduation rate SIFD, Retention Cohort Change File
Retention
Cohort
Change File
Five Academic progress rate SIF BOG created Cohort
Six Bachelot’s degrees awarded within programs of | SIFD
strategic emphasis
Seven University access rate SFA, SIF
Eight Graduate degrees awarded within programs of | SIFD
strategic emphasis
Nine! a. Two-year graduation rates for Florida SIFP, SIF, BOG created Cohort and
college system AA transfers SIFD, Retention File
b. Six-year graduation rate for FTIC students | Retention
with a Pell grant Cohort
Change File
Ten Six-year FTIC graduation rate SIFP, SIF, BOG created Cohort and
SIFD, Retention File
Retention
Cohort
Change File

! Metric replaced percent of bachelot’s degrees without excess hours for 2021 cycle.
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1A 23-010
BOG FILES REVIEWED
Submission
Submission System of Record | Table Reviewed
Hours to Degree (HTD) OASIS, Hours to Degree 2021-2022
DegreeWorks
Courses to Degree
Student Financial Aid (SFA) OASIS Financial Aid Awards | 2021-2022
Student Instructional File - OASIS Degrees Awarded Summer 2021,
Degree (SIFD) Fall 2021,
Spring 2022
Student Instructional File (SIF) OASIS, GEMS Person Demographics | Summer 2021,
Fall 2021,
Enrollments Spring 2022
Retention File (RET) BOG Retention Cohort 2020-2021
Change

8of 8
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%/ SOUTH FLORIDA

Office of Internal Audit

MEMORANDUM

TO: Dr. Eric Eisenberg, Interim Provost & Senior Vice President of University-
Community Partnerships
Dr. Terry Chisolm, Vice Provost for Strategic Planning, Performance &
Accountability

FROM: Virginia L. Kalil, CIA, CISA, CFE, CRISC \;"9‘:]"”: LUL

Executive Director/Chief Internal Auditor
0D6C38EF9E6641E

DATE: February 7, 2023

SUBJECT: 23-010 Management Letter — Performance Based Funding Data Integrity Audit

The University of South Florida (USF) Office of Internal Audit (IA) performed an audit of the
University’s processes and internal controls that ensure the completeness, accuracy, and timeliness
of data submissions to the Board of Governors (BOG). These data submissions are relied upon by
the board in preparing the measures used in the performance-based funding (PBF) process. This
audit also provides an objective basis of support for the President and Board of Trustees (BOT)
Chair to sign the representations included in the Data Integrity Certification to be filed with the
BOG by March 1, 2023. This project was included on the 2022-2023 Internal Audit Work Plan. An
audit report was issued on February 7, 2023, which defined the scope and results of our audit.

Based on the review, IA concluded there was an adequate system of internal control in place,
assuming corrective actions are taken timely to address the two medium-priority risks communicated
separately in our Management Letters. These risks include dual enrollment courses taken in summer
terms being improperly identified in the Hours to Degree Courses to Degree table impacting Metric
Three — Cost to the Student, and systems access privileges, the latter of which is communicated in a
separate confidential management letter. Despite the risks identified, there was no impact to the
overall status of each metric.

As IA’s reports are focused only on high-priority risks, these medium-priority risks were not
addressed in the audit report. Urgent management attention is required within 60 days.

Within ten business days, please provide IA your actions planned and expected implementation dates
for those recommendations not marked as resolved.

Please contact IA at (813) 974-2705 if you have any questions.

4202 E. Fowler Ave., ALN 145 o Tampa, FL. 33620
Office: (813) 974-2705 o www.usf.edu/audit
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cc: Richard Sobieray, Senior Vice President for Financial Strategy (CFO) and Administrative
Services
Drz. Charles J. Lockwood, Executive Vice President, USF Health & Dean College of
Medicine
Dr. Karen Holbrook, Regional Chancellor, USF Sarasota-Manatee Campus
Dr. Christian E. Hardigree, Regional Chancellor, USF St. Petersburg Campus
Dr. Cynthia DeLuca, Vice President, Student Success
Jennifer Condon, Vice President, Business and Finance, Deputy CFO & Controller
Sidney Fernandes, Vice President and Chief Information Officer, Information Technology
Dr. Allison Crume, Associate Vice President and Dean of Undergraduate Studies, Student
Success
Billie Jo Hamilton, Associate Vice President, Enrollment Planning & Management
Nick Setteducato, Associate Vice President, Resource Management and Analysis
Masha Galchenko, Assistant Vice President, Resource Management and Analysis
Dr. Glen Besterfield, Assistant Vice President and Dean of Admissions, Student Success
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MEDIUM PRIORITY RISKS STATUS
1. Dual enrollment courses taken during Summer terms were not properly In Progress

identified in the Courses to Degree (CTD) table for students with a HS
graduation date in May, June, or July.

Metric Three, “Cost to the Student” includes the average number of credit
hours attempted by students who were admitted as a first time in college
(FTIC) student and who graduated with a bachelor’s degree from a program
that requires only 120 credit hours.

During our PBF testing, IA identified a coding error which resulted in dual
enrollment credits earned prior to high school graduation being inappropriately
coded to CRS_Group “A” (Academic Course) rather than CRS_Group “D”
(Dual Enrollment). Since dual enrollment credits earned prior to high school
graduation are excluded from PBF Metric Three “Cost to the Student”, this
error led to courses used towards the student’s degree not being appropriately
excluded from the metric.

Although the base logic compared both the year/month (YYYYMM) of the
course term to the students’ high school graduation date, subsets of the logic
designed to code Summer courses, only compared the month (MM) of the
graduation date to the Summer course term (05). As a result, when a student
graduated in the Summer (months 05, 06, 07) all Summer courses taken as a
dual enrollment course, were not coded as "D" Dual Entrollment. Had the
logic considered the year the course was taken, dual enrollment courses taken
prior to the students’ high school graduation date would have been set to “D”
Dual Enrollment.

This coding error impacted 582 students who took 1,309 courses used towards
a degree (USAGE_INDICATOR “D”) for a total of 3,863 credit hours.

Without accurately identifying dual enrollment credits there is an increased risk
that dual enrollment credits would be incorrectly included in the determination
of Metric Three resulting in an increase to the average cost to student and
moderate reputational risk. USF’s performance in Metric Three, would not be
impacted by the improved results since USF is already at level 10.

Recommendation: The Office of the Registrar, in coordination with
Information Technology and Undergraduate Studies, should make
necessary changes to the logic used to identify and flag dual enrolled

coursework.
Management Attention Required: O Immediate Urgent O  Timely
Resources/Effort Required: [0 Significant Moderate [  Minimal
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%2/’ SOUTH FLORIDA

Office of Internal Audit

MEMORANDUM
TO: Dr. Eric Eisenberg, Interim Provost & Executive Vice President of Academic
Affairs

Dr. Sylvia Wilson Thomas, Interim Vice President, Research and Innovation

DocuSigned by:

FROM: Vitginia L. Kalil, CIA, CISA, CFE, CRISC Uirginia Lalil

Executive Director/Chief Internal Auditor
OD6C38EF9EGG41E...

DATE: February 7, 2023

SUBJECT:  23-020 Preeminence Data Integrity Audit

The University of South Florida (USF) Office of Internal Audit (IA) performed an audit of the
University’s processes and internal controls which ensure the completeness, accuracy, and timeliness
of data submissions supporting the 12 preeminence metrics. These data submissions are relied upon
by the Board of Governors (BOG) in assessing USE’s eligibility under Florida Statute 1001.7065
Preeminent state research universities program. This audit also provides an objective basis of
supportt for the President and Board of Trustees (BOT) Chair to sign the representations included in
the Data Integrity Certification to be filed with the BOG. This project was included on the 2022-
2023 Internal Audit Work Plan.

Data supporting these metrics comes from a variety of sources including data submitted to the BOG
via routine and ad hoc requests, financial data submitted by the USF Foundation regarding
endowments, data reported to external entities, and data created and reported by independent
entities external to USF’s control. USF may assist the BOG’s Office of Data Analytics (BOG-
ODA) by gathering the data or confirming the data. For additional information on metrics and data
sources included in this review see Appendix A.

IA’s overall conclusion was that there was an adequate system of internal controls in place over all
12 metrics (Metrics A-L), assuming corrective actions are taken timely to address two medium-
priority risks related to controls supporting the National Science Foundation (NSF) Higher
Education Research and Development (HERD) survey. These risks included the need for additional
verification and formal documentation of the rationale for the inclusion of the Moffitt Cancer
Center Imputed Rent and the need for additional controls over the research and development
(R&D) expenditures reported in the NSF HERD survey. These risks are communicated separately
in IA’s Management Letter. Despite the risks identified, there was no impact to the overall status of
each metric.

4202 E. Fowler Ave., ALN145 e Tampa, FL. 33620
(813) 974-2705 e www.usf.edu/audit
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OVERALL CONCLUSION

0 Adequate System of Internal Control Findings indicate that, as a whole, controls are adequate. Identified
risks, if any, were low-priority requiring timely management attention
within 90 days.

Adequate System of Internal Control — Medium-priority risks are present requiring urgent management
with reservations attention within 60 days.
0] Inadequate System of Internal Control High-priority risks are present requiring immediate management

attention within 30 days.

The outstanding cooperation received throughout this review was appreciated. Please contact IA at
(813) 974-2705 if you have any questions.

cc: Richard Sobieray, Senior Vice President, Financial Strategy and Administrative Services Chief
Financial Officer (CFO)
Jay Stroman, Senior Vice President for Advancement and Alumni Affairs and USF Foundation
CEO
Dr. Charles J. Lockwood, Senior Vice President, USF Health & Dean College of Medicine
Dr. Ruth Huntley Bahr, Dean, Office of Graduate Studies
Jennifer Condon, Vice President, Business and Finance, Deputy Chief Financial Officer &
Controller
Robert Fischman, Vice President and Chief Financial Officer, USF Foundation
Sidney Fernandes, Vice President and Chief Information Officer, Information Technology
Dr. Terry Chisolm, Vice Provost for Strategic Planning, Performance and Accountability
Dr. Cynthia DeLuca, Vice President, Student Success
Nick Setteducato, Associate Vice President, Resource Management and Analysis
Masha Galchenko, Assistant Vice President, Resource Management and Analysis
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BACKGROUND

Regulatory Requirements

In 2013, the Legislature and Governor approved Senate Bill 10761, (see Florida Statute 1001.7065),
creating the Preeminent State Research Universities Program, specifying 12 benchmarks and
providing added resources and benefits to those eligible universities meeting six out of those 12
benchmarks for emerging preeminence and 11 out of 12 for preeminence. Florida Statute
1001.7065 established the academic and research excellence standards and data sources for the
preeminent state research universities program. The university’s performance results related to the
preeminence metrics are reported to the BOG via the Accountability Plan, after review and approval
by the USF BOT. The 2022 Accountability Plan was approved by the USF BOT, via consent
agenda, on April 19, 2022, The BOG Strategic Planning Committee reviewed and approved the
Accountability Plan on June 30, 2022.

The 2022 Accountability Plan was based on data for all USF campuses with the exception of Metric
C (Freshman Retention Rate) and Metric D (4-year Graduation Rate) which were reported for the
Tampa campus only at the determination of the BOG. Effective with the 2023 Accountability Plan,
these metrics will be based on data for all USF Campuses.

BOG Regulation 2.002 University Accountability Plans requires each university BOT to “prepare an
accountability plan and submit updates on an annual basis for consideration by the Board of
Governors. The accountability plan outlines the university’s top priorities, strategic directions, and
specific actions for achieving those priorities, as well as progress towards previously approved
institutional and System-wide goals.”

Florida Statute 1001.706 Section (5) (e) requires the BOG to define the data components and
methodology used to implement Florida Statute 1001.7065 and required each university to conduct
an annual audit to verify that the data submitted pursuant to Florida Statute 1001.7065 complies
with the data definitions established by the Board. The BOG updated the Preeminent Metrics
Methodology Document in October 2020.

The data supporting preeminence metrics comes from a variety of sources including:

e Data reported to external entities, which is managed in accordance with USE Policy 11-007.

e Data submitted to the BOG via routine and ad hoc requests, which is managed by Resource
Management & Analysis’ (RMA) Office of Data Administration & State Reporting (RMA-
ODA).

e Financial data submitted by the USF Foundation (USFF) regarding endowments to the
National Association of College and University Business Officers INACUBO).

e Data that is created and reported by independent external entities outside of USF’s control.
USF may assist the BOG-ODA by gathering the data or confirming the data, but has no
ability to impact the data.
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USF Roles and Responsibility for External Data Requests

In order to ensure the integrity of the data submitted to external agencies outside of the BOG
process, USF promulgated USFE Policy 11-007 Data Submission to External Entities, effective
August 24, 2018, which communicates “to USF, the roles and responsibilities for responding to
requests from external entities that involve provision of institutional data.” “The policy applies to all
units/offices across USF and provides guidelines for processing data requests by external entities.”
External data requests not exempted from this policy, “must go through the USF’s Office of
Decision Support (ODS) which has established procedures for processing those requests details of
which may be accessed on the ODS Data Request site.”

According to USE Policy 11-007, institutional data is defined as “all data elements created,
maintained, received, or transmitted as a result of business, educational or research activities of a
USF unit or office.” External data requests include, but are not limited to, “publications by external
entities (NSF, CUPA, ACT, etc.), ranking publications — international and domestic (U.S. News and
World Report, Times Higher Education, etc.), surveys administered by or on behalf of external
entities (NSSE, THE-W§], Princeton Review, etc.), other external reports available to the general
public, and mandated reports (IPEDS, etc.)”.

ODS Validation Process

There are three surveys used as data sources for the preeminence metrics: the NSF HERD Survey,
the NSF/National Institutes of Health (NIH) Graduate Students and Post doctorates in Science and
Engineering (GSS) Survey, and the NACUBO — TIAA Study of Endowments (NTSE) Survey. Due
to the financial nature of the NTSE Survey, this survey follows the BOG ad hoc review process.

The external survey results reviewed by ODS are used in four metrics: Research Expenditures in

Science & Engineering (Metric F), Research Expenditures in Non-Medical Science & Engineering
(Metric G), Top 100 Rank in Research Funding (Metric H), and Post-doctoral appointees (Metric

K.

BOG Submission Validation Process

Specifically excluded from USE Policy 11-007 Data Submission to External Entities are requests
from the BOG including official information requests, routine annual requests, and ad hoc special
requests, which are managed by RMA-ODA. The Institutional Data Administrator manages the
RMA process.

RMA-ODA is responsible for certifying and managing the submission of data to the BOG on behalf
of USF pursuant to BOG Regulation 3.007. RMA-ODA serves as a liaison between the BOG-
ODA and USF regarding requests for information and coordinates the efforts of academic and
administrative resources to ensure timely and accurate reporting. The RMA-ODA has established
roles and responsibilities for those involved in maintaining institutional data, preparing required files
for submission to the BOG, and validating the files are accurate and consistent with BOG data
definitions. Each data submission is assigned to a primary executive reviewer who is responsible for
the review and approval of the institutional data submission prior to the official submission to the
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BOG. As an additional data integrity control the RMA-ODA collaborates with ODS, who serves as
a member of the executive review team, before submission to the BOG.

The process used to create standard BOG submissions, submitted via the State University Data
System (SUDS), is audited each year by the IA. For more information on the control process, see
Audit 23-010 Performance Based Funding (PBF) Data Integrity Audit.

The following BOG SUDS file submissions are utilized by the BOG to calculate or validate
preeminence metrics:

e Admission file used to compute Average Grade Point Average and Average Scholastic
Aptitude Test Score (Metric A).

e Student Instruction file used to generate the First Time in College cohort used in Metrics A,
C (Retention Rate), and D (4-yr Graduation Rate) and calculate metrics.

e Degrees Awarded file used to compute Number of Doctoral Degrees Awarded Annually
(Metric ]) and Metric D (4-yr Graduation Rate).

BOG Adhoc Report Process

The USFEF is responsible for calculating and reporting the data for the NTSE Survey which is used
for Metric L (Endowments >= $500 Million). The USFF utilizes the NACUBO definition of
endowments to complete the survey. Once compiled, the endowment team reviews the data and the
survey is approved by the former Vice President for Business & Financial Services. The endowment
team includes the Vice President and three additional USFF team members (Assistant Vice
President, Senior Director of Investments, and USFF Accounting Manager). The NTSE Survey is
also subject to the RMA-ODA adhoc data executive review process.

All BOG ad hoc reports are assigned to a sub-certifier who has been given the responsibility to
oversee the definition, management, control, integrity, and maintenance of institutional data. A
formal executive review meeting may be held or an executive review is performed via email in which
institutional data is reviewed and approved prior to submission to the BOG. Upon approval by the
executive review team, the data is provided to ODS for inclusion in the Accountability Plan.

Process Used to Validate Metrics Using External Sources

The results of three of the metrics are based on data maintained by external sources including:
Public University National Ranking (Metric B), National Academy Memberships (Metric E), and
Utility Patents Awarded (Metric I).

University ranking (Metric B) is tracked on an on-going basis by ODS. Annually, the BOG provides
the rankings which is validated by ODS who validates the rank on the external entities” websites.
USF does not submit the data to the BOG for Metric E or I, the BOG obtains the number of
faculty members who are members of a National Academy by reviewing public data without the
assistance of USF and obtains the number of patents directly from the United States Patent and
Trademark Office (uspto.gov). ODS (Metric E) and the Office of Research & Innovation (Metric I)
validate the BOG data.
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SCOPE AND OBJECTIVES

Our audit focused on the internal controls established by USF as of September 30, 2022 to ensure
the completeness, accuracy, and timeliness of data submissions, which support the preeminence
measures.

The primary objectives of our audit were to:

e Determine whether the processes and internal controls established by the university ensure
the completeness, accuracy, and timeliness of data submissions which support the
preeminence measures.

e Provide an objective basis of support for the President and BOT Chair to sign the
representations included in the Data Integrity Certification, which will be submitted to the
BOT and filed with the BOG.

BOG submission files are used in both PBF and Preeminence. As a result, our audit scope will
exclude controls in place to produce the data files supporting the PBF metrics, which were reviewed
during the PBF Data Integrity Audit (Audit 23-010).

The scope and objectives of the audit were set jointly and agreed to by the President, BOT Chair,
the BOT Audit & Compliance Committee Chair, and the university’s Chief Audit Executive. 1A
followed its standard risk assessment, audit program, and reporting protocols.

We followed a disciplined, systematic approach using the International Standards for the Professional
Practice of Internal Auditing. The information system components of the audit were performed in
accordance with the ISACA (Information Systenms Audit and Control Association) Standards and Guidelines.
The COSO (Committee of Sponsoring Organizations of the Treadway Commission) and COBIT
(Control Objectives for Information and Related Technologies) Control Frameworks were used to
assess control structure effectiveness.

PROCEDURES PERFORMED

Although not required by the BOG, the following key objectives have been incorporated into the
audit each year:

1. Evaluate key processes and controls used by the data owner to ensure the
completeness, accuracy, and timeliness of data submission.

2. Validate all populations utilized and recalculate metrics using internal and external

data sets, when available.

Verity data accuracy through sample testing of key files and data elements.

4. Review the processes used by the data administrators in ODS and RMA-ODA to
ensure the completeness, accuracy, and timely submission of data supporting the
metrics.

5. Confirm the consistency of data components and methodology with the BOG’s
expectations for the implementation of Florida Statute 1001.7065 (Preeminent state
research universities program).

6. Determine the overall risk of a data submission being inaccurate or incomplete.

7. Recommend corrective actions where weaknesses were identified.

»
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In 2019, as the initial year for the audit, a comprehensive review of processes and controls was
conducted, followed by a risk assessment. Subsequently in 2020, 2021 and 2022, system process
documentation was updated to reflect any material changes that took place; a new risk assessment
was performed based on the updated system documentation and processes; and a new work plan
was developed based on the updated risk assessment. Fraud-related risks, including the availability
and appetite to manipulate data to produce more favorable results, were included as part of the risk
assessment.

This year’s audit also included:

1. Evaluating any changes to key processes used to ensure the completeness, accuracy,
and timeliness of data submissions used in the metrics. This includes verifying new
controls put in place to resolve deficiencies identified in the prior year’s audit and
identifying changes in key personnel performing these processes.

2. Validating the accuracy of the data submitted via external surveys: NACUBO NTSE
Survey, NSF GSS Survey, and the NSF HERD survey.

3. Verifying data accuracy through sample testing of key files and data elements from
the Admission (ADM) BOG files to OASIS (Online Access Student Information
System), the system of record. The Admission file is not tested in the PBF audit and
the integrity of this file affects Metric A.

PRIOR AUDIT PROJECTS

IA’s 2021-2022 Work Plan included an audit to assess the completeness, accuracy, and timeliness of
data submissions that support the calculation of the 12 preeminence metrics as reported in the 2021
Accountability Plan. The 22-020 Preeminence Data Integrity Audit report was issued on February 3,
2022.

The report contained no issues.

CONCLUSION

IA’s overall conclusion was that there was an adequate system of internal controls in place over all
12 metrics (Metrics A-L), assuming corrective actions are taken timely to address two medium-
priority risks related to controls supporting the National Science Foundation (NSF) Higher
Education Research and Development (HERD) survey. These risks included the need for additional
verification and formal documentation of the rationale for the inclusion of the Moffitt Cancer
Center Imputed Rent and the need for additional controls over the research and development
(R&D) expenditures reported in the NSF HERD survey. These risks are communicated separately
in IA’s Management Letter. Despite the risks identified, there was no impact to the overall status of
each metric.
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APPENDIX A

PREEMINENCE DATA SOURCES

57

Responsible

Metric | Description Unit Source Data Used/Created by the BOG

A Average Grade Point | BOG-ODA BOG BOG-ODA performs concordance of SAT
Average GPA and Submission | scores and calculates averages based on the
SAT score for File Admission (ADM) file tables provided by
incoming freshman USF.
in Fall semester.

B Top 50 in national ODS External List of acceptable organizations maintained
public university websites by BOG-ODA. USFE’s performance for
rankings listed organizations is prepared by BOG.

ODS validates using external websites.

C Freshman retention ODS BOG Data based on BOG Student Instruction

rate (Full-time, FTIC) Submission | Files (SIF, SIFP) used to calculate the FTIC
Files Cohort and the retention rate.
D Four-year FTIC ODS BOG Data based on BOG files SIF, SIFP used to
graduation rate Submission calculate the FTIC cohort and Degrees
File Awarded file (SIFD). BOG computes
graduation rates based on BOG files (SIF,
SIFP, and SIFD).

E National Academy BOG-ODA Official Calculated by BOG but validated by ORI
memberships membership | using external websites. List of acceptable

directories organizations maintained by BOG.

F Total annual research | ORI NSF HERD | Survey utilized GEMS, FAST, FAIR, and
expenditures: science Survey BLACKBAUD financial data, and R&D
& engineering only activities reported by DSO via manual survey

tools.

G Total annual research | ORI NSF HERD | Same as Metric F
expenditures in Survey
diversified non-
medical sciences

H Top 100 national ORI NSF HERD | Same as Metric F, except ORI utilizes
ranking in research Survey department ID number to associate R&D
expenditures in at activities with a discipline.
least five STEM
disciplines

1 Patents awarded over | BOG-ODA USPTO As reported by USPTO for the most recent
three-year period website three years.

] Doctoral degrees BOG-ODA BOG BOG computes and ODS validates based on
awarded annually Submission | SIFD.

File

K Number of post- OPA NSF GSS Survey utilized GEMS, FAST, and FAIR.
doctoral appointees Survey

IL Endowment size USFF NACUBO Survey utilized BLACKBAUD financial data

NTSE and external investment statements.
Survey
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APPENDIX A

KEY TERMS

Term Description

BLACKBAUD | Blackbaud Financial Edge NXT financial accounting system used by USFF & USF
Research Foundation (USFRF)

BOG-ODA Florida Board of Governors’ Office of Data Analytics

FAIR Faculty Academic Information Reporting System used to obtain departmental funded
research efforts

FAST Financial Accounting System used by USF to manage contracts and grant activities

FTIC First-time in College as defined by IPEDS and BOG

GEMS Global EMployment Systems used by USF to manage human resource and payroll
activities

NACUBO National Association of College and University Business Officers TIAA Study of

NTSE Endowments

NSF GSS NSF/National Institutes of Health (NIH) Sutvey of Graduate Students and Post-
doctorates in Science and Engineering

NSF HERD National Science Foundation Higher Education Research & Development Survey

ODS Office of Decision Support in the Office of the Provost

OPA Office of Post-Doctoral Affairs in the Office of Graduate Studies

ORI Office of Research & Innovation

PBF Performance Based Funding

USFF USF Foundation, direct support organization of USF

USPTO United States Patent & Trademark Office

R&D Research & Development expenditures as defined by the HERD Survey
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Office of Internal Audit

MEMORANDUM
TO: Dr. Eric Eisenberg, Interim Provost & Executive Vice President of Academic
Affairs

Dr. Sylvia Wilson Thomas, Interim Vice President, Research and Innovation

DocuSigned by:

FROM: Virginia L. Kalil, CIA, CISA, CFE, CRISC . .
irginia alil, , , , \AVgu/uav {zaht

Executive Director/Chief Internal Auditor
OD6C38EF9EG641E...

DATE: February 7, 2023

SUBJECT:  23-020 Management Letter — Preeminence Data Integrity Audit

The University of South Florida (USF) Office of Internal Audit (IA) performed an audit of the
University’s processes and internal controls which ensure the completeness, accuracy, and timeliness
of data submissions supporting the 12 preeminence metrics. These data submissions are relied upon
by the Board of Governors (BOG) in assessing USE’s eligibility under Florida Statute 1001.7065
Preeminent state research universities program. This audit also provides an objective basis of
support for the President and Board of Trustees (BOT) Chair to sign the representations included in
the Data Integrity Certification to be filed with the BOG. This project was included on the 2022-
2023 Internal Audit Work Plan. An audit report was issued on February 7, 2023, which defined the
scope and results of our audit.

IA’s overall conclusion was that there was an adequate system of internal controls in place over all
12 metrics (Metrics A-L), assuming corrective actions are taken timely to address two medium-
priority risks related to controls supporting the National Science Foundation (NSF) Higher
Education Research and Development (HERD) sutvey. These risks included the need for additional
verification and formal documentation of the rationale for the inclusion of the Moffitt Cancer
Center Imputed Rent and the need for additional controls over the research and development
(R&D) expenditures reported in the NSF HERD survey. Despite the risks identified, there was no
impact to the overall status of each metric.

As IA’s reports are focused only on high-priority risks, these medium-priority risks were not
addressed in the audit report. Urgent management attention is required within 60 days.

Within ten business days, please provide IA your actions planned and expected implementation
dates for those recommendations not marked as resolved.

Please contact IA at (813) 974-2705 if you have any questions.

4202 E. Fowler Ave., ALN 145 e Tampa, FL. 33620
Office: (813) 974-2705 o www.usf.edu/audit
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cc: Richard Sobieray, Senior Vice President, Financial Strategy and Administrative Services, Chief
Financial Officer (CFO)
Jay Stroman, Senior Vice President for Advancement and Alumni Affairs and USF Foundation
CEO
Dr. Chatles J. Lockwood, Senior Vice President, USF Health & Dean College of Medicine
Dr. Ruth Huntley Bahr, Dean, Office of Graduate Studies
Jennifer Condon, Vice President, Business and Finance, Deputy Chief Financial Officer &
Controller
Robert Fischman, Vice President and Chief Financial Officer, USF Foundation
Sidney Fernandes, Vice President and Chief Information Officer, Information Technology
Dr. Terry Chisolm, Vice Provost for Strategic Planning, Performance and Accountability
Dr. Cynthia Deluca, Vice President, Student Success
Nick Setteducato, Associate Vice President, Resource Management and Analysis
Masha Galchenko, Assistant Vice President, Resource Management and Analysis

Page 2 of 7

60



Governance Committee Meeting - Agenda

DocuSign Envelope ID: 359CB92A-C9FD-4F2F-B605-D604245B3DD2

1A 23-020

MEDIUM PRIORITY RISKS
STATUS

1. | Inclusion of the Moffitt Cancer Center Imputed Rent on the FY 2021 HERD Survey | In Progress
requires additional verification and formal documentation of the rationale.

The National Science Foundation (NSF) provides guidance to institutions on how to
define research activities as R&D. This guidance is contained in a document titled
“Definitions of Research and Development: An Annotated Compilation of Official
Sources”

Additionally, the 2021 Survey instructions provided the following guidance: “Include all
expenditures for R&D activities from your institution’s current operating funds that are
separately accounted for. For purposes of this survey, R&D includes expenditures for
organized research as defined by 2 CFR Part 200 Appendix III and expenditures from
funds designated for research.” The instructions also note that that organization should
not include “Other organizations or institutions, such as teaching hospitals or research
institutes, with which your institution has an affiliation or relationship, but which are not
components of your institution.”

In question 12 e. of the HERD Sutrvey, as part of the $77.7 million in other direct R&D
expenditures reported, the University included $19.1 million of imputed rent for the
Moftitt Cancer Center (MCC) facility. The imputed rent calculation assumed that 747,000
square feet of space was used for allowable R&D activities. This included the inclusion of
the original hospital building, three floor vertical expansion of the hospital and the research
tower. Excluded from the calculation was the parking garage and the faculty office
building expansion.

In order to explain this variance in comparison with prior years, the Office of Research
and Innovation (ORI) provided a variance explanation to the NSF, noting the following:
“Pursuant to Florida Statutes sec. 1004.43, the University of South Florida (USF) leases
lands and facilities on the USF campus to the H. Lee Moffitt Cancer Center and Research
Institute (MCC), including all furnishings, equipment, and other chattels used in the
operation of such facilities, for MCC’s research, education, treatment, prevention, and eatly
detection of cancer or for teaching and research programs conducted by state universities
or other accredited medical schools or research institutes. By statute, the lease is rent free.
The expenditure represents the fair market value of USF property leased to MCC for MCC
research activities.”

The FY 2021 HERD Survey, including the provided variance explanation, was reviewed by
the NSF Data Quality Manager and accepted by NSF on July 22, 2022 as part of the
standard annual submission process.
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ORI and General Counsel provided an additional explanation to IA noting that the MCC
imputed rent was included in the HERD Survey as a direct expenditure in accordance with
the interpretation of the 2015 Frascati Manual, which provides Guidelines for Collecting
and Reporting Data on Research and Experimental Development. According to the
Guidelines, “In many countries, responsibility for “housing” public institutions (including
universities) lies with a central agency that may not be an R&D performer and therefore
may not be surveyed. Or, if surveyed as part of the Government sectot, its accounts may
not reflect the functional breakdown between R&D and other activities. This situation is
particularly relevant for the Higher Education sector. In some cases, such facilities are
available to institutions free of charge and are not accounted for in the institutions’ books.
In other cases, the institutions pay a rent to the owner of the facilities. To obtain a realistic
cost of R&D, all fees and rents associated with R&D should in principle be included in
expenditure data. Where the fee or rent is charged to a unit, this is easily done. If,
however, there is no such charge, it may still be desirable to calculate an amount that
represents the user cost of the facilities or the “market value”. This may be included in
other current costs. Care must be taken to avoid the double counting of costs between the
suppliers and recipients of these services.”

Based on a review of the above referenced section of the Frascati Manual, IA is of the
opinion that this section of the Frascati Manual does not adequately support the inclusion
of the MCC imputed rent in the HERD Survey. Namely, based on the interpretation by
IA, this section of the Frascati Manual explains the inclusion of “free rent” as part of R&D
expenditures in cases when this rent represents an expenditure for an institution that is
reporting on the HERD Survey. In the case of the MCC, USF is not incurring a direct
expenditure under the current agreement, nor would it incur a direct expenditure if it
charged the MCC rent for the facilities being leased.

Additionally, as part of the review, IA confirmed with the University Controller's Office
that the MCC facility is not an asset accounted for in USF’s financial records. This
information further raises a concern that USF contrary to the HERD Survey instructions
has included expenditures of an institution with which USF has an affiliation, but which is
not a component of USF.

Lastly, while ORI and General Counsel provided IA with a rationale for including the
MCC imputed rent in the HERD Survey as research related expenditures, the rationale for
this decision was not formally documented.

Due to the above noted reasons, IA was not provided with sufficient information to reach
the same conclusion as the ORI for the inclusion of the MCC imputed rent in the HERD
Survey.
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Recommendation: The Office of Research and Innovation should:
1. Reassess if inclusion of the MCC imputed rent was appropriate and
reasonable.
2. Document the rationale used for the inclusion of the MCC imputed rent in
the FY 2021 HERD Survey and any future submissions.
3. Verify with NSF whether the MCC imputed rent should be included in
future HERD Surveys.
Management Attention Required:  [] Immediate Urgent 0 Timely
Resources/Effort Requited: [0 Significant Moderate [] Minimal
2. | Additional improvements to controls over the research and development (R&D) In Progress

expenditures in the Higher Education R&D (HERD) survey are needed to ensure
accurate reporting.

The Office of Research and Innovation (ORI) is responsible for compiling data from all
sources and consolidating it into One USF annual Higher Education Research and
Development (HERD) Survey using the HERD Survey Guidelines. In addition, ORI is
responsible for maintaining adequate support to justify inclusions of R&D expenditures in
the HERD survey.

While USF’s systems and records are the primary source of R&D expenditures, the Direct
Support Organizations (DSOs) must report R&D expenditures accounted for in their
financial systems. ORI relies on the DSOs to provide accurate and complete information.

USF Foundation (USFF) Salaries

The USFF provides salary support for University employees who perform R&D activities
by reimbursing USF for salary-related expenditures. As a result, the related expenditures
are included on the USFF fund providing the support to USF as well as the USF
Convenience fund used to record the related payroll costs. In order to prevent the
duplicate counting of these expenditures in the HERD survey, the USFF and/or ORI
must exclude the USFF salary support expenditures when consolidating the USFF data and
the USF expenditure data.

During the review, IA noted that while in prior HERD surveys reviewed, the USFF salary
support expenditures had been removed; however, in the current year they had not. Asa
result, $7.3 million in salary support was incorrectly reported as R&D expenditure in the
HERD Survey.

Page 5 of 7

63



Governance Committee Meeting - Agenda

DocuSign Envelope ID: 359CB92A-C9FD-4F2F-B605-D604245B3DD2

1A 23-020

MEDIUM PRIORITY RISKS
STATUS

In prior years, the ORI data steward specifically instructed the USFF to remove these
costs. In compiling the FY 2021 HERD Sutvey, the new data steward did not
communicate this instruction to the USFF resulting in duplicating salaries in the survey.
Also, while this error caused a material variance between the amount reported by the USFF
in the prior year ($1.4 million) and the amount reported in the current year ($8.3 million),
the ORI data steward failed to recognize and validate the significant increase in USFF
expenditures in comparison to the prior year.

Due to a lack of adequate oversight, the HERD survey expenditures were overstated by
$7.3 million. All $7.3 million in costs were reflected in the HERD survey as Non Science
and Engineering (S&E) R&D expenditures. Therefore, there was no impact to the
Preeminence Metrics.

Research Start-up Costs

Research Start-up costs are often funded by Education & General (E&G) funds, including
E&G Carryforward Funds (Funds 10000 through 13000). In previous HERD Surveys,
non-payroll startup costs were not included as R&D expenditures.

In compiling the FY 2021 HERD Survey, ORI used queries to identify these non-payroll
expenditures which totaled $4.7 million and included them in the HERD Sutvey. In order
to validate the appropriateness of these expenditures, the ORI data steward inquired
whether the startup funds were used for research-related expenditures. No formal process
was in place to validate and document that these costs met the HERD survey definition of
R&D. In addition, there was no independent review of the classification process to ensure
inclusions were appropriate.

IA selected a sample of 5 expenditures totaling $2.1 million and reviewed the expenditures
to determine if the expenditures appeared to be research related. During this review, IA
identified $250,000 in non-R&D expenditures that were erroneously included in the
HERD survey. The expenditures relate to the residency clinical rotation programs, which
typically have a one-month research rotation but are not generally classified as research.
ORI failed to exclude these expenditures from the HERD Survey because they relied on
informal statements from the department that the expenditures were in fact, research
related.

Without documented and consistent instructions and processes for evaluating DSO and
start-up costs there is an increased risk of errors or unallowable expenditures being
included in the HERD survey resulting in significant reputational risk.
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Recommendation:

1. The ORI, in coordination with DSOs, should establish a process to review
data submitted by DSOs to ensure payroll data submitted by the DSOs is
not duplicated in the submission.

2. The ORI should acquire and retain adequate documentation to support the
department’s assertion that the start -up expenditures are R&D related.
This should include the development of adequate forms with sufficient
instructions to be completed by reporting departments.

Management Attention Required: ~ [] Immediate Utrgent [0 Timely

Resources/Effort Required: ] Significant Moderate [] Minimal
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Data Integrity Certification
March 2023

University Name:

INSTRUCTIONS: Please respond “Yes” or “No” for each representation below. Explain any “No” responses to ensure clarity of
the representation you are making to the Board of Governors. Modify representations to reflect any noted material or significant
audit findings.

Data Integrity Certification Representations

Representations Yes | No Comment / Reference

1. | am responsible for establishing and maintaining, and have established and | O 0
maintained, effective internal controls and monitoring over my university's
collection and reporting of data submitted to the Board of Governors Office
which will be used by the Board of Governors in Performance-based Funding
decision-making and Preeminence or Emerging-preeminence Status.

2. These internal controls and monitoring activities include, but are not limited O O
to, reliable processes, controls, and procedures designed to ensure that data
required in reports filed with my Board of Trustees and the Board of
Governors are recorded, processed, summarized, and reported in a manner
which ensures its accuracy and completeness.

3. In accordance with Board of Governors Regulation 1.001(3)(f), my Board of | J O
Trustees has required that | maintain an effective information system to
provide accurate, timely, and cost-effective information about the university,
and shall require that all data and reporting requirements of the Board of
Governors are met.

4. In accordance with Board of Governors Regulation 3.007, my university O O
provided accurate data to the Board of Governors Office.

5. In accordance with Board of Governors Regulation 3.007, | have appointed a | [J 0O
Data Administrator to certify and manage the submission of data to the Board
of Governors Office.

Data Integrity Certification Form (March 2023) Page 1
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Data Integrity Certification

Data Integrity Certification Representations

Representations Yes

No

Comment / Reference

6. In accordance with Board of Governors Regulation 3.007, | have tasked my O
Data Administrator to ensure the data file (prior to submission) is consistent
with the criteria established by the Board of Governors Data Committee. The
due diligence includes performing tests on the file using applications,
processes, and data definitions provided by the Board Office.

7. When critical errors have been identified, through the processes identified in |
item #6, a written explanation of the critical errors was included with the file
submission.

8. In accordance with Board of Governors Regulation 3.007, my Data O
Administrator has submitted data files to the Board of Governors Office in
accordance with the specified schedule.

9. In accordance with Board of Governors Regulation 3.007, my Data O
Administrator electronically certifies data submissions in the State University
Data System by acknowledging the following statement, “Ready to submit:
Pressing Submit for Approval represents electronic certification of this data
per Board of Governors Regulation 3.007.”

10.1 am responsible for taking timely and appropriate preventive/ corrective O
actions for deficiencies noted through reviews, audits, and investigations.

11.1 recognize that Board of Governors’ and statutory requirements for the use O
of data related to the Performance-based Funding initiative and Preeminence
or Emerging-preeminence status consideration will drive university policy on
a wide range of university operations — from admissions through graduation.
| certify that university policy changes and decisions impacting data used for
these purposes have been made to bring the university’s operations and
practices in line with State University System Strategic Plan goals and have
not been made for the purposes of artificially inflating the related metrics.

Data Integrity Certification Form

67

Page 2




Governance Committee Meeting - Agenda

Data Integrity Certification

Data Integrity Certification Representations

Representations Yes | No Comment / Reference

12.1 certify that | agreed to the scope of work for the Performance-based O O
Funding Data Integrity Audit and the Preeminence or Emerging-preeminence
Data Integrity Audit (if applicable) conducted by my chief audit executive.

13.1n accordance with section 1001.706, Florida Statutes, | certify that the audit | O O
conducted verified that the data submitted pursuant to sections 1001.7065
and 1001.92, Florida Statutes [regarding Preeminence and Performance-
based Funding, respectively], complies with the data definitions established
by the Board of Governors.

Data Integrity Certification Representations, Signatures

| certify that all information provided as part of the Board of Governors Data Integrity Certification for Performance-based
Funding and Preeminence or Emerging-preeminence status (if applicable) is true and correct to the best of my knowledge; and
| understand that any unsubstantiated, false, misleading, or withheld information relating to these statements render this
certification void. My signature below acknowledges that | have read and understand these statements. | certify that this
information will be reported to the board of trustees and the Board of Governors.

Certification: Date
President

| certify that this Board of Governors Data Integrity Certification for Performance-based Funding and Preeminence or
Emerging-preeminence status (if applicable) has been approved by the university board of trustees and is true and correct to
the best of my knowledge.

Certification: Date
Board of Trustees Chair

Data Integrity Certification Form Page 3
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