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CENTRAL WASHINGTON UNIVERSITY

TO: Dr. James Gaudino
President
FROM: Margaret Smith, CIA . N
Director, Internal Audit ™ W\Qk M
DATE: April 16, 2009

SUBJECT: Report of the Enterprisewide Risk Assessment and Internal Control Survey

MEMO#: 390

This memorandum reports the results of the fiscal year 2009 Enterprisewide Risk Assessment
and Internal Control Survey as required by the Office of Financial Management. It is the agency’s
responsibility to minimize risk through internal control assessment. The requirements included
participation by all levels of the organization in an annual risk assessment and internal control
evaluation. This evaluation was conducted in the form of discussions and responses to survey
questions. Some discussions were documented with a listing of identified risks and mitigating
internal control actions. Some managers identified and listed their risks while analyzing their
operations and internal control processes.

Each o.peration determined a risk appetite and applied the risk measures within their area of
responsibility. This caused some confusion around measuring the risks by likelihood and impact
because there was no clear definition of university risk appetite.

Discussions were facilitated in the following areas:
Presidents Division’
Provost/Senior Vice President for Academic Affairs
Associate Vice President for Undergraduate Studies
Associate Vice President for Graduate Studies, Research & Continuing Education
Associate Vice President for Faculty Relations
Assistant to the Provost, University Centers & Community College Relations
Dean, Library Services
Dean, College of Business
Dean, College of Education and Professional Studies
Dean, College of the Sciences
Dean, College of Arts and Humanities
Vice President, University Relations
Vice President, Student Affairs and Enrollment Management
Vice President, Business and Financial Affairs
Associate Vice President for Faculty Relations
Multimedia Technology & Instructional Support
International Studies and Programs
Continuing Education
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Institutional Research
Budget

Faculty Senate
Athletics

Academic Facilities

The following areas did not participate in the risk assessment.
Dean, College of Business
Government Relations

This process continued to be an awareness building exercise where discussions refreshed the
role of internal control procedures and practices as mitigating factors for risks. The discussions
identified various risk factors including enrollments, funding cuts, lack of funding, cash,
inventories, facilities, data integrity, computing systems’ security, outside regulatory influences,
human resource management, student safety, sensitive data and information and technology
resources. Management was conscious of internal control measures that were functioning to
mitigate the risks discussed.

Areas of concern where additional resources or interest would further reduce risk included the
following:

o Communicate the economic impact of budget cuts, state funding and stimulus funds on
operations and employees, student enroliment projections, and accreditation standards.
Continue the honest and transparent analysis of the economic situation to the campus
community to relieve employee stress of the uncertainty of the situation.

o Define risk appetite at the organization level to aid management in measuring their risks.
Identifying events that pose the greatest risk to the organization’s ability to achieve
strategic objectives and the level of risk the university is willing to accept in pursuit of its
objectives would assist managers in establishing guidelines to ensure that they do not
participate in activities that could hinder financial and overall stability.

One operation believed there was unmitigated risk in their operation related to the work
environment and lack of support and resources for employees and students. There was a belief
that this could have an impact on the university’s accreditation. Another operation believed that
the budget cuts would result in a lack of resources to manage the academic program and provide
adequate service and support to students.

Based on the discussions and summaries, it appeared that for the most part, management was
conscious of their risk appetites and tolerances and acknowledged that they were addressing the
identified risks in a conscientious and appropriate manner. Management identified action taken
to mitigate risks and managed their operations with risk awareness. The internal control
measures discussed in relation to the identified risks appeared to be functioning to mitigate the
risks. In addition, the results of internal and external audits disclose that the university’s internal
control structures appeared strong and were functioning effectively. No significant audit
exceptions were identified. There have been no significant situations of breeches of security or
loss of resources reported in the current fiscal year.

Management maintained documentation of the identified risks and provided a summary schedule
to support this memorandum.

| appreciated the cooperation | received from management to conduct this risk assessment and
internal control evaluation in this efficient and effective manner.
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