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California State University, Chico ca
Chico, California 95929-0025

Vice President tor Business and Finance

Office: 530-898-6231 Fax: 530-898-4513

E-mail: dcgraham@csuchico.edu

September 15, 2003

RECEIVED

Mr. Larry Mandel UNIVERSITY AUDITOR
University Auditor
Office of the Chancellor
The California State University SEP 17 2003
401 Golden Shore

- HE CALIFORNIA STATE
Long Beach, CA 90810-4210 L AL RN

Dear Mr. Mandel:

We have reviewed the findings and recommendations of Audit Report No.
03-25, Risk Management and Insurance, and we are submitting the enclosed
responses to the recommendations of each finding.

Finding 1 — Risk Management and Loss Prevention Programs: Policies,
Procedures, and Reporting

Recommendation: We recommend that the campus establish and implement
policies, procedures, and controls to ensure full compliance with EO No. 715
and campus EM No. 00-52.

Campus Response

The campus concurs and will implement policies, procedures, and controls in
accordance with Executive Order 715 by February 2004. Specific
developments will include:
e A campus risk assessment and mitigation plan, implemented and
documented
e A prescribed format and an established submission date of 31 May
each year for the annual risk management report to the campus
president
e A campus executive memorandum to supercede EM 00-52 which will
include provision for on-going risk identification, evaluation, and
documentation and for periodic review of the EM for compliance with
EO 715
¢ A bi-monthly meeting schedule and clear charge for the campus risk
management committee.

Finding 2 — Service Learning Program

Recommendation: We recommend that the campus establish controls that
ensure required insurance and hold harmless provisions are included in all
service-learning agreements.
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Campus Response

The campus concurs. The risk manager, procurement officer, and service
learning coordinator have ensured that service-learning placement agreements
being prepared for the 2003-2004 academic year undergo risk management
review to ensure inclusion of required insurance and hold harmless provisions.
Further, a CSU, Chico Service Learning Program protocol has been drafted
and will be reviewed, refined, and finalized by February 2004.

Finding 3 — Use of University and Private Vehicles

We recommend that the campus establish procedures to:

a. Obtain and maintain Std. Form 261’s for all employees authorized to
drive privately owned vehicles while conducting official business,
including annual renewal.

b. Ensure that vehicle accidents are reported to the ORIM within 48 hours

c. Ensure that all applicable employees are enrolled in the DMV Pull Notice

Program.

Campus Response

The campus concurs. The campus is amending its Vehicle Use Guide and will
re-issue it by December 2003. The guide includes information regarding the
annual completion of Std. Form 261 and this information will be emphasized.
In addition, a campus announcement will be made each April advising
employees and their supervisors to renew authorization for the following year.

The CSU, Chico Vehicle Use Guide will emphasize the requirement that
employees timely report accidents either directly to ORIM or to the campus
vehicle reservation office, which can then notify ORIM within the prescribed
time period.

Regarding enroliment in the DMV Pull Notice Program, the campus will create
a report from the PeopleSoft Human Resource module listing employees who
must have a valid driving license and will enroll those employees in the DMV
Pull Notice Program. Reports will be generated monthly from PS-HR to reveal
necessary additions and deletions from the DMV program. The ability to
extract a report with valid data is predicated on the conclusion of old-HR
system-to-PeopleSoft data conversion clean-up. The campus intends to
develop the report and run against clean data by December 2003.
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Finding 4 — Insurance Program Administration; Insurance Requirements

Recommendation: We recommend that the campus establish controls to
ensure that adequate proof of insurance is obtained and insurance coverage is
in accordance with CSU policy.

Campus Response

The campus concurs. The campus has taken a number of steps in order to
comply with CSU policy:

» Hired a new employee in Risk Management whose primary responsibility
is to review insurance requirements and hold harmless provisions prior
to issuance of contracts, service orders, and purchase agreements and
to secure valid certificates and endorsements prior to work commencing
or purchases being finalized

e Purchased and implemented a Purchasing and Risk Compliance System
software package developed for The CSU that, among other functions,
permits tracking of insurance certificates, coverage limits, expiration
dates, endorsements, etc.

e Added “insurance requirements” or “Risk Management Approval” to the
checklists used by Purchasing and Contract Services employees
processing contracts and service orders

o Completed a map of the “as is” process for contracts, etc., and initiated
the mapping of the “should be” process.

The campus will finalize and document the amended processes by January
2004.

Finding 5 — Property and Liability Claim Processing

Recommendation: We recommend that the campus formalize property and
liability claim processing procedures and claim file documentation standards.

Campus Response

The campus will enhance its risk management procedural manual and include
property and liability claim processing procedures by February 2004.

Finding 6 — Workers’ Compensation Management; Payment Processing
Control

Recommendation: We recommend that the campus establish a routine post-
payment review process to ensure that the third party administrator only pays
claims submitted by the campus.
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Campus Response

The Director of Employment Practices and Employee Disability Programs will
implement and monitor the process of post-payment review to ensure that it is
performed on a routine basis. This process will be implemented beginning
October 1, 2003.

Finding 7 — Claims Follow-Up

Recommendation: We recommend that the campus establish procedures to
assess and resolve conditions from workers’ compensation claims that resulted
from unsafe work conditions and/or environmental risks.

Campus Response

The Disability Programs Office (DPQ) and Environmental Health and Safety (EHS)
have established a reporting procedure to assess and resolve unsafe work conditions
and/or environmental risks that have resulted in work-related accidents/ilinesses.
These procedures were implemented in April 2003.

We hope the above progress meets with the audit committee’s approval. If
there are any questions, please do not hesitate to give me a call.

Sincerely,

2. ( |

Dennis C. Graham
Vice President for Business and Finance

cc: Scott G. McNall
Stephanie Yule
Ingrid Cordes
Ken Sator
Pattie Hannemann
George Wellman
Bill Jones
Brenda Aden
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