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December 16, 2025

Joe Stephenshaw, Director
Cadlifornia Department of Finance
915 L Street

Sacramento, CA 95814

Dear Director Joe Stephenshaw,

In accordance with the State Leadership Accountability Act (Leadership Accountability), the
California State University submits this report on the review of our internal control and
monitoring systems for the biennial period ending December 31, 2025.

Should you have any questions please contact Melinda Latas, Chief Compliance Officer, at
(561) 951-4144, mlatas@calstate.edu.

GOVERNANCE

Mission and Strategic Plan

In 2025, the CSU published a new strategic plan, available at this link:
https://www.calstate.edu/Strategic-Planning-for-the-CSU/Documents/
csu-strategic-plan-2025.pdfhttps://www.calstate.edu/Strategic-Planning-for-the-CSU/
Documents/csu-strategic-plan-2025.pdf

This plan contains four performance objectives.

1. Strengthen the CSU as the Premier Engine for Economic Mobility and Workforce Durability
Through Flexible and Technology-Enhanced Learning Experiences to Improve Student
Success

2. Demonstrate Higher Education’s Value by Optimizing Financial Resilience and
Operational Effectiveness, Enhancing Student’s Financial Access

3. Establish the CSU as the Employer of Choice Through Professional Excellence That
Advances System Transformation and Strengthens Student Outcomes

4. Maximize the Long-Term Success of the CSU’s Entire Community Through Statewide
Impact and Community Connection

The plan also outlines six essential system capacities that must be built to achieve these
objectives

1. Academic Program Development Capacity

Page 1 of 26



California State University

2025 Leadership Accountability Report December 16, 2025
2. Operational and Resource Management Capacity

3. Change-Leadership Capacity

4. Technology and Infrastructure Capacity

5. External Partnership Capacity

6.

Policy and Regulatory Capacity

This strategic plan outlines a path to advance the longstanding mission of the California State
University.

I. The mission of the California State University is:

= To advance and extend knowledge, learning, and culture, especially throughout
California.

= To provide opportunities for individuals to develop intellectually, personally, and
professionally.

= To prepare significant numbers of educated, responsible people to contribute to
California’s schools, economy, culture, and future.

= To encourage and provide access to an excellent education to all who are prepared
for and wish to participate in collegiate study.

= To offer undergraduate and graduate instruction leading to bachelor’'s and higher
degrees in the liberal arts and sciences, the applied fields, and the professions, including
the doctoral degree when authorized.

= To prepare students for international, multi-cultural society.

= To provide public services that enrich the university and its communities.

Il. To accomplish its mission over time and under changing conditions, the California State
University:

= Emphasizes quality in instruction.

= Provides an environment in which scholarship, research, creative, artistic, and
professional activity are valued and supported.

= Stresses the importance of the liberal arts and sciences as the indispensable foundation
of the baccalaureate degree.

= Requires of its bachelor's degree graduates breadth of understanding, depth of
knowledge, and the acquisition of such skills as will allow them to be responsible citizens in
a democracy.

= Requires of its advanced degree and credential recipients a depth of knowledge,
completeness of understanding, and appreciation of excellence that enables them to
contribute continuously to the advancement of their fields and professions.

= Seeks out individuals with collegiate promise who face cultural, geographical, physical,
educational, financial, or personal barriers to assist them in advancing to the highest
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educational levels they can reach.

= Works in partnership with other California educational institutions to maximize
educational opportunities for students.

= Serves communities as educational, public service, cultural, and artistic centers in ways
appropriate to individual campus locations and emphases.

= Encourages campuses to embrace the culture and heritage of their surrounding regions
as sources of individuality and strength.

= Recognizes and values the distinctive history, culture, and mission of each campus.

= Promotes an understanding and appreciation of the peoples, natural environment,
cultures, economies, and diversity of the world.

= Encourages free scholarly inquiry and protects the University as a forum for the discussion
and critical examination of ideas, findings, and conclusions.

= Offers degree programs in academic and applied areas that are responsive to the
needs of the citizens of this state and provides for regular review of the nature and extent
of these programs.

= Offers or proposes to offer instruction at the doctoral level jointly with the University of
California and with private institutions of postsecondary education, or independently in the
fields of education, nursing, physical therapy, or audiology, where the need is clearly
demonstrated.

Control Environment

Authority and responsibilities are formally delegated in the CSU. Article Il of the Standing
Orders of the Board of Trustees of the California State University delegates to the Chancellor,
the chief executive officer of the California State University, the authority and responsibility to
take whatever actions are necessary, consistent with Trustee policy and applicable law, for
the appropriate functioning of the institution. The Standing Orders authorize the Chancellor to
issue policy and procedures as are necessary or convenient to the performance of his or her
office, and to delegate such authority to others within the California State University. In
addition, the Standing Orders delegate authority directly to the Executive Vice Chancellor
and General Counsel and the Vice Chancellor and University Auditor related the performance
of their respective duties. The Chancellor delegates to executive vice chancellors, vice
chancellors, and deputy vice chancellors, authority and responsibility to issue administrative
policy and procedures as are necessary or convenient to the performance of their respective
duties. Vice chancellors must consult with campus presidents and other executives as
appropriate when exercising such authority. Prior to the issuance of any policies or procedures
authorized by this delegation of authority, appropriate stakeholder input should be solicited
and considered. Stakeholders may include, but are not limited to, vice chancellors, campus
presidents and vice presidents, and student and faculty consultative bodies.
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Generally, local/responsible campus/divisional management should determine what a control
should be, how and where it will be applied, who will perform the control, and who will
monitor. The objective of these controls is a university or division’'s compliance with laws,
regulations, rules, and CSU policies and procedures.

The Chancellor's Office maintains robust internal controls over access to the Common
Financial System (CFS) through an annual user access review process, conducted in
accordance with CSU Information Security Policy and Standards. Each year, the Management
& Accounting Practices Office (MAPQ) distributes detailed access reports to all supervisors,
requiring them to validate that user permissions align with current job responsibilities.
Supervisors must review, update, and formally approve access within a defined timeframe,
ensuring that only authorized personnel retain appropriate system privileges. This structured,
recurring process provides strong assurance that user access is actively monitored, regularly
verified, and compliant with both internal and external audit requirements.

In 2025, the Chancellor’s Office strengthened the CSU’s control environment by establishing
the Fiscal Health Monitoring Framework as a systemwide foundation for fiscal accountability.
The framework clarifies leadership expectations, aligns oversight practices with state
mandates and key performance indicators, and outlines the structures that guide consistent,
transparent financial governance across universities. By formalizing fiscal health indicators and
setting a predictable annual cycle for communication and required planning, the
Chancellor’'s Office reinforces a culture of disciplined financial management and proactive
risk awareness.

The California State University’s Internal Audit function contributes to the university's control
environment by reinforcing strong governance, ethical conduct, and accountability across
the system. Reporting functionally to the CSU Board of Trustees’ Committee on Audit and
indirectly to the Chancellor, Internal Audit provides independent and objective assurance that
supports a clear tone at the top and affirms management’s commitment to integrity and
compliance. Through audits, investigations, and evaluations of organizational structures,
policies, and procedures, Internal Audit helps ensure that responsibilities are well-defined, that
controls are properly designed and implemented, and that expectations for ethical behavior
and operational effectiveness are clearly communicated across all campuses.

In addition, Internal Audit strengthens the control environment by identifying opportunities to
enhance policy consistency, clarify roles and responsibilities, and improve staff tfraining and
conftrol awareness. By promoting best practices and supporting management’s efforts to
maintain a culture of continuous improvement, Internal Audit helps create a control
foundation that supports reliable operations, effective stewardship of resources, and
alignment with CSU and state requirements.
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In 2024, the CSU established a new office, the Office of Policy and Compliance Support, within
the Division of Business and Finance. The inaugural director of the CSU Privacy Program, the
director of the CSU Policy Library, and an administrative analyst support the CSU's Chief
Compliance Officer on this new team. Several other teams at the Office of the Chancellor
also created embedded, dedicated compliance-focused positions in the past few years. The
creation of the systemwide compliance manager position in the Office of Research and
Sponsored Programs has significantly strengthened the CSU’s ability to remain compliant amid
rapidly evolving federal, state, and sponsor-driven requirements. As outlined in the original
funding request, the systemwide research administration environment has grown in volume
and complexity, increasing audit risk and exposing campuses to potential financial,
operational, and reputational consequences if not proactively managed. By establishing a
dedicated role to lead systemwide communication, develop standardized guidance, and
coordinate strategic compliance initiatives, the Office of the Chancellor has created essential
infrastructure to ensure consistent interpretation and application of policies across 22
campuses. The position’s ongoing responsibilities, such as serving as the primary compliance
resource, managing policy review and dissemination, monitoring legislative and audit
developments, and facilitating professional development, directly enhance CSU's capacity to
address “hot topics,” emerging risks, and mandatory federal requirements in a tfimely and
coordinated manner. As a result, the organization is now better positioned to prevent audit
findings, maintain eligibility for extramural funding, and ensure that campus research
operations comply with increasingly stringent regulatory expectations. Other new embedded
compliance roles in our organization since the last report include an environmental health and
safety compliance administrator, and significant additional personnel resources devoted to
oversight and compliance within the office of Civil Rights Programming and Services.

One of the Departments in the Office of Policy and Compliance Support is the CSU Policy
Library. The Policy Library serves as the central electronic repository for all systemwide policies,
procedures, and guidelines governing the 22 CSU campuses and the Office of the Chancellor.
It enhances transparency, accountability, and institutional compliance by consolidating
policies previously dispersed across various departments, memoranda, and manuals. The
Policy Library is accessible to both CSU employees and the public, ensuring open access to
essential governance documents. The Policy Library was initiated in late 2018 and officially
launched in 2019 to provide a centralized, consistent, and accessible repository for
systemwide policies. The project team included representatives from Business and Finance, the
Office of General Counsel, Human Resources, the Executive Office, and Communications.
Over several months, the team evaluated various policy management platforms and
reviewed how other universities organized and maintained their policies. Following this
research, the team designed the structure and standard template for the library, selected
PolicyStat as the platform, and finalized contract and implementation details. To support the
system’s long-term governance framework, two companion policies were developed: the CSU
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Policy Development and Management policy and the Creation, Review, and Management of
the CSU Policy Library policy.

The Policy Library exists to standardize policy management across the CSU system, support
compliance with legal and regulatory requirements, mitigate institutional risk by clarifying
expectations and responsibilities, and facilitate access to critical policies, streamlining campus
operations. Systemwide policies are essential in guiding campus operations and the work of
the Office of the Chancellor, promoting efficiency, and ensuring compliance with laws and
regulations. They are the foundation for everything that follows in the compliance lifecycle.

The library includes policies originating from Board of Trustees resolutions, Executive orders,
Coded memoranda, Technical letters, and departmental policy manuals. These policies
establish official university stances on key issues and often mandate specific actions by
campuses to align with systemwide objectives. The CSU Policy Library is a fundamental
resource for faculty, staff, and administrators seeking clear, authoritative guidance on
university policies. More about the Policy Library and its functionality to communicate
standards, rights, and options to stakeholders will be explained in the next section.

Information and Communication

The Chief Compliance Officer developed a framework that we refer to at the CSU as the
"Compliance Lifecycle". It includes 6 hexagonal elements arranged in a honeycomb model,
around the core, the Subject Matter Experts who comprise the seventh element, Compliance
Officer and Committees.

1. Policy and Procedure

2.Training and Education
3. Report Concerns

4. Resolution

5. Monitor and Audit

6. Respond and prevent

These seven elements are adapted from the U.S. Sanctioning Commission (within the
Department of Justice) and Office of Inspector General (within the Department of Health and
Human Services).

Policy and Procedure

Systemwide policies are essential in guiding campus operations and Chancellor's Office
functions, promoting efficiency, and ensuring compliance with laws and regulations. They are
the foundation for everything that follows in the compliance lifecycle. The California State
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University Policy Library serves as the central electronic repository for all systemwide policies,
procedures, and guidelines governing the 22 CSU campuses and the Office of the Chancellor,
and is a fundamental resource for faculty, staff, and administrators seeking clear, authoritative
guidance on university policies. It enhances transparency, accountability, and institutional
compliance by consolidating policies previously dispersed across various departments,
memoranda, and manuals. The Policy Library is accessible to both CSU employees and the
public, ensuring open access to essential governance documents. Designed for ease of use,
the Policy Library offers multiple search options, allowing users to efficiently locate relevant
policies. Users can perform full-text searches for broad inquiries, or filtered searches by Title,
Owner, Areq, or Codes for targeted results.

The Policy Library plays a vital role in maintaining the integrity and relevance of systemwide
policies by ensuring consistency in policy formatting and structure, coordinating policy reviews
and updates, archiving and issuing new policies as needed, and providing regular electronic
notifications to over 1,600 stakeholders regarding policy changes. As mentioned in an earlier
section, Policy and Regulatory Capacity is one of the six essential system capabilities that was
identified as being necessary for the success of CSU Forward, and the Policy Library is a key
part of that capacity

Training and Education

The CSU system has a learning management platform called CSULearn, that is utilized by all 22
campuses. Since the last report, CSU's Systemwide Learning & Development team maintained
focus on greater standardization, automation, and oversight of learner participation in
compliance training for CSU employees and students. The transition of the Data Security
course to a standardized CSU-wide assignment process established consistent expectations
across campuses and incorporated user feedback for a more effective learning experience.
Learners now automatically progress through modules on a five-year cycle that aligns with
Cybersecurity Awareness Month in October. This milestone reflects close collaboration
between campus LMS administrators, Information Security Offices, the CISO, and the
systemwide Learning and Development team. Further strengthening our compliance
infrastructure, Systemwide Risk Management (SRM) launched the Workplace Violence
Prevention course in July 2024, ensuring CSU met new California Senate Bill 553 requirements
ahead of deadline. Additionally, a new Environmental Health and Safety work group was
established within the Learning Management System to promote collaboration, share best
practices, and enhance the consistency and quality of training implementation across the
CSU system. Student Affairs infroduced Serving Students with Disabilities, assigned to all new
hires during onboarding to promote awareness and inclusive practices, and also a fraining for
all students about expressive activities.
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In addition to asynchronous online fraining assignments and on-demand learning activities
through the systemwide learning management system, the CSU provides targeted
communication and skill development through both live and on-demand educational
activities. Live educational efforts include systemwide meetings, gatherings, and roundtables,
such as the October 2026 three-day campus audit licison's roundtable, which provided
education and training on many of the topics in this report, through a distributed network of
key compliance partners. Asynchronous training resources are distributed via listservs to
university subject matter experts and compliance teams, and available on-demand to SMEs
at both the Office of the Chancellor and at the 22 universities through the CSU Infranet.

The CSU Financial Transparency Portal fransitioned from the OpenGov platform to Amazon
QuickSight effective July 1, 2025, providing a more efficient, intuitive, and responsive way to
access and communicate CSU financial data. This upgrade streamlines internal report
maintenance and updates, enabling more timely and consistent sharing of financial
information across the system, while also generating cost savings through the retirement of the
OpenGov confract. The enhanced portal continues to offer comprehensive financial data,
including views of CSU's primary operating fund (CSU Fund 485) or all funds, designated
balances and reserves, and total cash invested aft fiscal year-end, supporting clearer
information flow and reinforcing the CSU’s commitment to financial transparency.

Together, these initiatives reflect CSU’s move toward cenftralized training management,
data-informed reporting, and a more proactive compliance culture—supported by enhanced
dashboards and measurable gains in completion rates across the system.

Report Concerns

The CSU has a variety of reporting channels in place to detect criminal conduct or other
behavior that violates our policies. Both the Office of the Chancellor and the 22 individual
campuses have a whistleblower administrator who receives reports of Improper Governmental
Activity under the CSU's Complaint Procedures for Protected Disclosure of Improper
Governmental Activities and/or Significant threats to Health or Safety. The CSU also has a
policy requiring reporting of fiscal improprieties to the Office of the Chancellor, through
proscribed channels. Reports of criminal conduct can be made to the University Police
Departments, which are 22 separate agencies, but operate under a single policy manual.
Contact information for the University Police Departments and other offices who support our
community in accessing supportive measures are publicized and distributed to all students
and employees annually in the Clery Act Annual Security Reports, and Campus Safety Plans.
Finally, a large number of our community concerns of either discrimination or harassment
based on a protected status are reported to the campuses under the CSU's Interim
Nondiscrimination policy. Greater visibility into these reports is a feature of the CSU's new
systemwide case management system, Case IQ, which is described in the next section.
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Resolution

During the period since the last SLAA report, the CSU took a substantial step toward greater
visibility and oversight of the resolution of concerns reported by our 22 university communities,
when it procured the Case IQ systemwide case management system. This system was funded
with the commitment of the Chancellor's Office, and as of the submission of this report, the
pilot phase and wave one of the implementation have been complete. The remaining two
waves will occur in the first half of 2026, and by summer 2026, the civil rights offices of all 22
campuses, and the Office of the Chancellor, will be utilizing the case management system.
Reporting of concerns and documentation of investigations under other university and system
policies are still primarily managed at each individual campus. However, the Chief
Compliance Officer conducted a mix of one-on-one conversations and town halls in 2024 to
identify the needs of other units performing investigations, and these conversations informed
the scope of work for the request for vendor proposals that led to procurement of Case IQ. As
the Office of Policy and Compliance Support continues to develop, identification and greater
standardization of existing concern reporting and resolution channels is a high priority.

Monitor and Audit

The CSU engages in a variety of monitoring activities at both the campus and system levels.
Several notable examples will be discussed in the monitoring section of this report. Audit and
Advisory Services assists university management and the Trustees by conducting and
completing independent and objective operational and compliance audits, internal control
reviews, investigations, and adyvisory services to add value and improve operations across the
CSU. Additionally, CSU Single Audit Reports are prepared in compliance with the requirements
of laws, regulations, contracts and applicable grants, including the U.S. Code of Federal
Regulations and the Office of Management and Budget Uniform Guidance. Since the last
review, the Chief Compliance Officer also created the Compliance Program review
instrument, which uses Maturity Indicators, to chart progress across the seven elements
mentioned earlier. Tools for compliance program reviews were required for use by the Office
of Civil Rights Programming and Services to close the California State Auditor’s
recommendation, but these tools are also available for review of compliance of other
university or systemwide programs, by request.

Respond and Prevent

The Office of Policy and Compliance Support, Division of Audit and Advisory Services, and
many departments in the Chancellor's Office utilize asynchronous communications and a
regular cadence of meetings with campus subject matter experts in order to disseminate
lessons learned from reported concerns, lessons learned from ongoing monitoring, and lessons
learned from internal or external audits, to improve as a system. The strength of our system is
leveraged in this way, because a vulnerability detected or a lesson learned at one university
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can help the others to prevent similar misconduct, losses, or errors in the future. Additionally,
misconduct detected from reported concerns, or from formal or informal monitoring activities,
are used to clarify our policies during their periodic review, or to improve our systems of internal
control moving forward. Finally, these lessons learned are the most important input to inform
enhancements to the substance or delivery of communication and education, or to increase
the audience or frequency of training that we offer. In this way, this final element of the
compliance lifecycle is the all important feedback loop that pushes us toward continuous
improvement.

MONITORING

The information included here discusses the entity-wide, continuous process to ensure internal
control systems are working as intended. The role of the executive monitoring sponsor includes
facilitating and verifying that the California State University monitoring practices are
implemented and functioning. The responsibilities as the executive monitoring sponsor(s) have
been given to: Melinda Latas, Chief Compliance Officer.

The CSU utilizes a variety of ongoing monitoring systems and solutions on an ongoing basis to
detect abnormalities. Some of these systems also utilize or allow for on-demand random and/
or risk-based sampling and testing.

The CSUBUY Procure-to Pay (P2P) application is a newly implemented cenftralized, systemwide
platform designed to standardize, streamline, and enhance procurement and payment
processes across the entire California State University. This strategic solution reinforces our
commitment to operational efficiency, transparency, and compliance-enabling campuses to
manage purchasing and payment activities with greater consistency and accountability.
Through standardized workflows, real-tfime data access, and integrated tools, the P2P system
helps reduce manual touchpoints, improve supplier collaboration, and support smarter,
data-driven procurement decisions. Whether you're initiating a purchase, managing a
confract, or processing an invoice, the platform is built to support both daily operations and
long-term strategic goals across the CSU. Key benefits of CSUBUY P2P for the control
environment include:

= Streamlined procurement and payment processes for increased efficiency
= Greater visibility into fransactions and spending

= Enhanced data quality to inform better decision-making

= A more intuitive and improved user experience

= A foundation for ongoing optimization and continuous improvement
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CSUBUY started in 2019 with Sourcing, Contracts and Marketplace (e-procurement). In 2021
we started the Procure to-pay Implementation. By January 26, 2026, we will have 21 campuses
on CSUBuy.

To ensure the effectiveness of its risk management and internal control systems, the CSU has
implemented Detect by Oversight, infegrated within its Concur expense management
platform. This solution provides automated, continuous monitoring of all expense transactions,
identifying potential issues such as duplicate submissions, receipt discrepancies, policy
violations, high-risk spending patterns, and behavioral anomalies. When vulnerabilities are
identified, management reviews flagged transactions, takes appropriate corrective action,
and uses insights from the system to inform ongoing improvements to controls and policies. By
providing real-time visibility into potential risks and enabling timely intervention, Detect
supports a culture of fiscal discipline and accountability while strengthening the overall control
environment.

The Fiscal Health Monitoring process provides an ongoing mechanism to evaluate the
effectiveness of risk management and internal controls across the system. Using standardized
indicators and data-driven analysis, management identifies emerging vulnerabilities and
engages universities through scheduled touchpoints, including annual reviews and, when
needed, quarterly progress check-ins. These monitoring activities ensure that issues are
tracked, corrective actions are implemented, and risks are addressed in a fimely and
consistent manner. Regular follow-up and tfransparent communication help ensure that fiscal
concerns are mitigated before they escalate.

In alignment with recommendations from the Sustainable Financial Model Workgroup, the CSU
developed the Cal State Costs dashboards to provide leadership with fimely, comparable
insights into revenues, expenses, workforce trends, student profiles, and the direct cost of
instruction. These dashboards enhance the CSU’s ability to detect emerging financial
vulnerabilities by allowing universities and system leadership to monitor cost tfrends over time,
compare performance across institutions, and assess areas where resources may be
misaligned with operational needs.

In 2025, the CSU began requiring that each Auxiliary Organization conduct an Annual Review
and prepare a report of the fiscal viability of the auxiliary organization pursuant to Cal. Educ.
Code § 89904-89905 (not including § 89905.5) 5 CCR § 42401 (d),and 5 CCR § 42404. These
auxiliary organization reports are required to include:

1.  Areview of management functions to ensure adequate professional management and
ensure that written operating agreements are current and that auxiliary organization
activities are in compliance with those agreements.

2.  An evaluation of the need for working capital, current operations, and capital
replacement reserves.
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3. Planned future operations (including future new business requirements which have been
recognized by the university and the auxiliary organization as appropriate and within the
educational mission of the university).

4. Completion of the CSU Auxiliary Control Self-Assessment Template (see Attachments) to
ensure that key internal control standards are consistently applied. The responsibility for
completing and certifying the CSU Auxiliary Conftrol Self-Assessment Template lies with
the auxiliary Executive Director and Chief Financial Officer, although preparation may
be delegated to appropriate personnel within the organization.

Each auxiliary organization was directed to prepare and submit a report of the results of the
annual review of auxiliary financial standards and control self-assessment to the university
president or designee for review and approval by June 30, 2025, and annually thereafter.

The CSU promotes tfransparency and public accountability by requiring campuses to report to
the Office of the Chancellor any actual or suspected Fiscal improprieties of $5,000 or more
involving the CSU or its recognized auxiliary organizations. The division of Audit and Advisory
Services fracks and monitors these reports, follows up with campuses as needed to ensure
complete and accurate reporting, and requires each campus to submit an annual
certification confirming that all known incidents have been reported. The division also uses a
listserv to notify campuses of emerging fraud patterns or other issues of concern to help
prevent further losses. In addition, the division oversees the tracking of infergovernmental
audits, such as state or federal audits (including audits conducted by the California State
Auditor), and provides support to campuses throughout the audit process as needed. In this
role, the division monitors progress and fimelines to ensure implementation of audit
recommendations designed to improve internal controls and operations.

Through our ongoing monitoring processes, we routinely review, continuously evaluate, and
where necessary, improve our systems of internal control and monitoring.

RISK ASSESSMENT PROCESS

The following personnel were involved in the California State University risk assessment process:
executive management, and middle management.

The following methods were used to identify risks: ongoing monitoring activities, audit/review
results, other/prior risk assessments, external stakeholders, and consideration of potential fraud.

The following criteria were used to rank risks: other.

CSU leadership manages and assesses risks continuously. Related authority and responsibility is
formally delegated, monitored and controlled through various financial and operational
policies, practices, and guidelines as well as through formal and informal reporting. Conftrols
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related to risks are checked and improved by process owners/subject matter experts and from
feedback gained through regular internal and external reviews and audits. The CSU's Risk
Management Activities are not performed in isolation, but rather are integrated with the
compliance lifecycle described earlier in this report. Policy development, training, and
ongoing monitoring are tools that our compliance teams use to address areas of regulatory,
safety, financial, and/or reputational risk. The CSU also takes the lessons learned from reported
concerns, investigations, and self-testing and monitoring to identify any necessary
improvements to our policies, our training, or our systems of internal control. Collectively, these
efforts are intended to correct conftrol failures and prevent similar failures in the future.

Systemwide Risk Management (SRM) develops risk management policies, programs, resource
documents, and training strategies, and provides guidance on the application of risk
management techniques and systemwide policies and procedures. SRM also oversees related
programs, including general liability, property, workers' compensation, emergency
management, business continuity, environmental health and safety, construction, foreign
fravel insurance, student professional/field experience insurance, student travel insurance,
industrial disability leave coverage, non-industrial disability coverage, and unemployment
insurance/benefits coverage. In addition, SRM develops and implements systemwide risk
identification policies, hold harmless provisions, and insurance requirements for agreements,
confracts, and purchases, as well as coordinates the systemwide motor vehicle program. The
Environmental Health and Safety (EHS) Policy serves as the guiding framework for all training
implementation efforts and provides the structural foundation for the EHS Training and
Compliance Plan. These initiatives are outlined in the EHS Training and Compliance Plan,
which defines systemwide goals and responsibilities for EHS training and will contfinue to be
updated as objectives are met, new legislation is enacted, or emerging risks are identified. The
CSU Risk Management Policy requires each university President to designate a university Risk
Manager to assist campus administrators in maintaining campus risk management policies
and practices that help identify risks, perform analyses of the frequency and severity of
potential risks, implement appropriate risk management techniques and staffing standards,
and monitor, evaluate, and document results.

Internal Audit supports the California State University's risk assessment process by performing a
systemwide, risk-based evaluation that is used exclusively to inform its annual audit plan. This
assessment helps identify operational, financial, compliance, and information security areas
that may warrant audit attention, providing leadership with an independent perspective on
where audit resources can have the greatest impact. Chancellor's Office staff monitors these
audit reports, as well as the California State auditor's reports, and responds to areas of
vulnerability discovered in the audits with new or revised policies, increased fraining,
dedication of staff time, increased oversight, support, or coordination, as appropriate.
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By highlighting emerging issues and areas of elevated exposure for planning purposes, Internal
Audit enhances management’s awareness of potential risks without replacing or duplicating
management’s own risk assessment responsibilities.

RISKS AND CONTROLS

Risk: Deferred Facilities Maintenance Backlog

Aging facilities and deferred maintenance continue to pose significant operational and
safety risks. This threatens the CSU Forward goal of providing inclusive, sustainable, and
safe learning environments that foster innovation and student engagement. Over $8.4
billion in deferred facilities maintenance backlog exists in the CSU and sufficient funding
fo remedy the situation has not been identified. Critical deficiencies identified
throughout the 22 universities need to be addressed to ensure campuses can continue
essential operations, and establish and maintain a safe and supportive infrastructure.
Major building systems that have exceeded the expected service life need to be
modernized to enable campuses to operate utilities more effectively, improve HVAC
system efficiency, reduce energy and lighting costs, reduce water consumption and
greenhouse gas emissions, and extend the useful life of existing facilities.

Control: Monitor and Improve Facilities

The most important control is regular review by management to assess, prioritize,
and complete crifical maintenance and repair projects. This mitigates risks of
catastrophic failure.

Control: Engagement of Leadership

Reporting the results of these reviews to the Legislature and the Board of Trustees
ensures transparency and alignment with the strategic plan's emphasis on
sustainability and stewardship of resources.
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Risk: Security of Information in Digital or Physical Files

Managing information security continues to be a principal concern for the CSU as it
operates in an environment that requires increased collaboration and connectivity.
Each of our universities operates much like a small city, with health clinics, internet and
physical commerce and banking, state law enforcement units, and utility systems. This is
in addition to the unique teaching, residential life, and research functions we
operate.Significant reputational risk and legal liabilities result when access controls fail.
Information in files or on webpages can create legal and regulatory risk for our
communities. Clear and reliable documentation, and appropriate handling of records
are a key part of an organization's control environment, and of maintaining the public's
trust. Both physical storage and electronic data storage are expensive, and the cost to
the CSU can be managed by disposing of records promptly when they are eligible.
Additionally, the risks associated with compromised data through breaches or other
cyber-attacks can be minimized by only retaining necessary data. There are also
reputational risks involved if CSU employees selectively delete or retain records without
strict adherence to the published retention schedules, because even if the selection isn’t
nefarious, it raises questions when some records were not retained and similarly
scheduled records from the same time period do exist. Finally, public sensibilities about
what is appropriate, reasonable, or defensible evolve over time. We always hope
records demonstrate that the CSU made a reasonable and appropriate decision or took
appropriate action. However, with the benefit of hindsight and evolution of the
collective consciousness, at times our records reveal a prior action was an error or
misjudgment.

Control: Records Retention Policy and Schedules

To mitigate these risks, the CSU identifies an appropriate retention period and
publishes it in records retention schedules. In 2025, we transitioned these
schedules to their new home in the CSU Policy Library, to promote awareness,
enhance communication, and enable better version control and tracking for
legacy purposes. The policy and schedules are also linked from intfranet pages
available to all 22 universities, to expand reach.
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Control: Assignment of One-Time Digital File Review, and Establishing
a Process for Ongoing Maintenance

The Chief Compliance Officer is leading a digital file review that has a dual
purpose of testing the effectiveness of our first control, and finding and

correcting failures, by assigning a one-time digital file review of documents stored
on Calstate.edu. Webpage owners were instructed to identify and dispose of files
that are past the appropriate file retention period, as defined in the Records
Retention Schedules Policy and Schedules. The procedure for this physical file
scrutiny was developed in partnership with the marketing team in External
Relations. A process for on-going maintenance was defined and communicated
to these webpage owners, and the Office of the Chancellor will distribute a
toolkit in early 2026 to provide structure for a similar review of campus webpages.

Control: Review of Historical Physical File Repository

The Chief Compliance Officer is also leading a physical file review that has a dual
purpose of testing the effectiveness of our first control, and finding and

correcting failures, by selectively recalling files from offsite storage that,
according to the catalogue, are at greatest risk of being past the appropriate
file retention period, as defined in the Records Retention Schedules Policy and
Schedules. The procedure for this physical file scrutiny was mapped in partnership
with Business and Finance Division colleagues, and with the consent of the chiefs
of staff from the remaining divisions.

Control: Privacy Program, Policy and Notice

The inaugural Director of the CSU Privacy Program is building the CSU's privacy
program from the ground up. The CSU Privacy Program provides the
foundational infrastructure, services, and support for the CSU to implement
appropriate privacy protections for conducting business with our faculty, staff,
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students, alumni, and other individuals who interact with the university. The
technical solutions being implemented include assessments of our processing
and data handling activities that identify risks, document mitigating controls, and
characterize acceptance of any residual risk. The implementation of a new
privacy policy, privacy notice and systemwide privacy officer's affinity group are
all elements of the compliance framework that are being used to mitigate the
risk of improper handling of information in compliance with relevant privacy laws
and regulations.

Control: Information Security Management

Information Security Management plays an active role in protecting
confidentiality, maintaining data integrity, and providing administrative,
technical, and physical safeguards to protect university information assets. The
Chief Information Security Officer coordinates with internal audit, risk
management, the campus security offices, and the systemwide technical
operation teams. The Information Security team effectively utilizes policy,
communications, and fraining to guide university and systemwide stakeholders
within the complex web of regulatory and operational requirements. Substantial
enhancements were made to training offered through Systemwide Learning and
Development, and an effective communication campaign occurs every year in
conjunction with Cybersecurity Awareness Month.

Control: Embedded Retention Policies and Information Security
Reviews

Where possible, compliance teams at the CSU embed review or controls intfo our
systems to promote consistent application. The Chief Compliance Officer
engaged with the vendor, Case 1Q, to build retention periods into our systemwide
case management system, triggering disposal of digital records created in the
future, so that our retentfion and disposition deferminations don't rely on an
individual to keep track of the age of the record and the applicable retention
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policies. Additionally, information security review has been built into the
procurement process as a step in the workflow through CSUBuy for applicable
technology purchases, so that security and privacy of our records can be
prioritized when we consider tools that will process or store our data. Finally, for
existing records and information, the CSU is now using a product from OneTrust to
engage in a data discovery and cataloguing effort that will help us maintain
awareness of information that we are responsible for securing.

Risk: Staff Non-Retention and Continuity of Operations

Significant risks to the continuity of operations of the university are posed by staff
turnover. Demographic trends, in part, have led to an increased number of retiring
employees. Significant risks to the continuity of operations of the university are posed by
staff turnover. Limited funding for salary increases create competitive pressures. A gap
between CSU salaries and other relevant market means persists for several employee
groups, impacting hiring and retention of Academic/Professional/Technical/
Administrative Staff. Surveys of employees indicate that factors such as career
development, relationships with management, compensation, and benefits, as well as
work environment also significantly impact retention when not addressed.

Control: Continuity Planning

Systemwide Emergency Management & Continuity, in partnership with IT, has
worked to support resiliency for the CSU even in the face of operational
disruptions, including departures of key personnel. A core component of this is
the identification of Systemwide Essential Functions (SWEFs) — critical activities
necessary for the operations of the CSU - that are common to the entire system.
These SWEFs allow individual campuses and the Chancellor’s Office (CO) to align
their continuity plans to the CSU’s core mission. Another component is the
identification and standardization of strategies for managing continuation of
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operations that are shared across all CSUs, such as continuation of payroll during
network disruptions. Additionally, the feam continues to make significant progress
on updating the CO Continuity of Operations Plan. They have identified CO
specific essential functions and the resources, business applications, and
strategies needed to support those functions. The updated plan is in the final
stages of drafting, and includes input from stakeholders across the CO. Both the
CO continuity plan and systemwide continuity planning efforts enhance the
CSU’s resilience to the increasing risks of both natural disasters and, applicable
here, human-induced threats.

Control: Surveying Employee Satisfaction

Staff Perspective, or "How do our employees feel2" is one of the four elements of
the Balance Scorecard survey. The Staff Perspective focuses primarily on
employee satisfaction and wellness. It measures how our employees feel through
climate surveys conducted annually for staff in several CSU areas. We use these
results to improve training, avenues of communication, and the quality of work/
life. The Balanced Scorecard (BSC) is a performance management system used
to align business activities to the vision and strategy of the organization, improve
internal and external communications, and monitor organization performance
against strategic goals. Traditional quantitative measurements track only
financial performance. The Balanced Scorecard uses measurements to tfrack
activities in four key perspectives to give a more “balanced” view of
organizational performance. It presents a framework that not only provides
performance measurements but also helps planners identify what should be
done and measured. Developed by Norton and Kaplan at Harvard Business
School, the Balanced Scorecard model ensures that management considers
many facets of operations while focusing on its vision and goals. Today,
thousands of organizations worldwide use the BSC. The Business & Finance
Division places the vision, mission, and values of the university at the center of
strategic planning and performance measurement activities. The Balanced
Scorecard uses four primary tools or perspectives to give a “balanced”
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evaluation: Staff Perspective, Customer Perspective, Process Perspective, and
Financial Perspective.

Control: Measuring and Benchmarking Total Compensation

The CSU contfinues to study employment markets, and coordinate with labor
unions to support the strategic plan's performance objective of becoming an
Employer of Choice. The CSU is demonstrating that the issues identified cannot
be addressed adequately without significant increases in resources available for
salary, coupled with a robust analysis of total compensation. Compensation
planning is regularly discussed with the Board of Trustees and among executive
and campus leadership. The CSU seeks to attract, motivate and retain highly
qualified faculty, staff, administrators and executives. Fair, reasonable and
competitive compensation is essential to meeting these objectives.

Control: Modernize Talent Management

The CHRS (Common Human Resources System) Team at the Office of the
Chancellor is responsible for implementing a single Human Resources data
management system at all campuses. This large-scale project will deliver
consistent technology and business processes, standardized data definitions, and
robust reporting solutions to the entire CSU system.

The team behind the CHRS Program prides itself on partnering with the campuses
by collaborating on elements of the system and working together towards
successful implementations. Using structured project management and change
management, our objective is to deliver a functional, standardized system which
is adopted by all campus users.
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Control: Perfformance Management

As of 2025, an enhanced performance management process has been
implemented, featuring key updates in goal setting, quarterly check-ins,
self-appraisals, and sit-down conversations. The enhanced process infroduces
SMART goal setting, quarterly check-ins, and standardized evaluation forms. A
key improvement is the creation of a centralized resource hub to guide effective
performance conversations and clarify HR's role in navigating performance
concerns.

Risk: Public Perception of the University System

Public perception of the University is, at times, guided by erroneous and misleading
characterizations of its operation. The University seeks to maintain the high reputation of
its academic programs, to ensure students and staff feels safe and to protect the public
assets entfrusted to it. This reputation supports the University's ability to obtain funding in
capital markets, receive support from donors, and garner necessary state funding.

Control: Public Transparency and Accountability Webpage

The CSU protects its reputation in part by maintaining operational and fiscal
transparency. As appropriate, the CSU seeks to support the public's positive
perception of the University. This is done through press releases and sources such
as the University's Transparency and Accountability website. This website has links
highlighting things like Internal Audit reports, legislative reports, purchase orders
and contracts, Financial Statements, and the Governance structure of CSU
investments.
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Control: Standards and Training about Conflicts of Interest and
Commitment

The CSU's Conflict of Inferest Code, and the CSU's Policy on Outside Employment
both serve to mitigate the risk of CSU executives and management acting
against the interests of the public. Outside employment activities, while often
mutually beneficial to the CSU and the employees themselves, must not conflict
with an employee’s ability to meet his/her responsibilities fo the CSU and at all
fimes act in the best interest of the CSU. Therefore, it is the policy of the CSU fo
provide a transparent system of disclosure, approval, and documentation of
outside employment activities performed by CSU MPP and Executive employees
to identify any potential conflicts of commitment and/or conflicts of inferest.
Campuses are required to establish procedures to implement this policy
requirement.

The Political Reform Act requires CSU to adopt a formal conflict of interest code.
The CSU’s code requires the employees who are most likely to be involved in
university decision-making to file an annual disclosure form (Statement of
Economic Interests — Form 700). The purpose of this form is to alert employees to
their personal interests that might be affected while they are performing their
official duties. Disclosure also helps inform the public about potential conflicts of
interest. Every employee in a position designated by the code must complete a
Form 700. A list of designated positions is published by CSU every year and is
occasionally amended to reflect changes in position names and
decision-making authority.

Training is assigned to these employees through the systemwide learning
management system to promote compliance with these reporting requirements.
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Risk: Campus Public Safety and Emergency Management

The CSU seeks to maintain a safe educational environment and comply with evolving
student safety laws and regulations. The CSU is confronted with emergencies ranging
from active shooter or other mass violence incidents, to pandemics or natural disasters
like fires, floods, and earthquakes. It has research and development facilities, performing
arts venues, athletic complexes, agricultural centers, residential complexes, and
transportation systems. Planning is challenged by geographic and environmental factors
and must consider the unique missions and populations each campus serves. Campuses
must prepare for and respond to natural disasters such as fires and earthquakes, as well
as human hazards and other business interruptions. The risk faced by the university
relates to the injury or death of students if such hazards and situations were to occur, as
well as financial penalties or other regulatory risks if noncompliance contributed to a
hazardous situation.

Control: Systemwide Situational Awareness and Collaborative Support

The CSU has continued to expand legal and administrative guidance for
campuses. Area-specific fraining, conferences, and summits have been held in
support of compliance efforts systemwide. Responsible employee affinity groups
are supported by the Chancellor's Office and campuses to increase
collaboration across the University. Success is monitored by the Chancellor's
Office and campus auditors and administrators. Affinity groups include subject
matter experts for Workplace Violence, Clery Compliance, Emergency
Managers, Behavioral Threat Assessment, Title IX and Discrimination, Harassment,
and Retaliation professionals, Chiefs of Police, and the Designated University
Officials, or DUQO's, responsible for adherence to the Interim Time, Place, and
Manner Policy. Campuses continuously improve preparation for the
management of applicable hazards and risks (such as wildfires) through tabletop
exercises and drills as well as training for campus incident command system
emergency operation center leadership and staff. The Office of the Chancellor
has expended its support and guidance for campuses over the past few years
with the appointment of a Director and Assistant Director of Systemwide
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Emergency Management, who facilitate exercises, coordinate situational
awareness, and provide online tools, written guides and live staff training.

Control: Standardization and Update of Essential Equipment for First
Responders

Earlier this year, the CSU consolidated and standardized over forty separate
university contracts that provide various levels of equipment, services, and refresh
rates info a single contract with Axon for body and vehicle cameras, tasers and
other equipment, and related software and training for all CSU law enforcement
agencies.

The quality of services provided by university law enforcement professionals is
enhanced by ensuring that the latest recording devices are available and used
to improve public fransparency and accountability. In addition, the equipment
and software allow automatic upload, organization, and retrieval of recordings
that will improve timeliness and accuracy of responses to public information
requests, investigations, legal reviews, and complaints. Ensuring that each law
enforcement professional is provided with up-to-date equipment, training, and
support also improves the safety of the campus community and the officers that
serve that community. The systemwide contract will also help reduce resolution
costs for liability claims. Video recordings and taser equipment records have
helped resolve over a dozen claims with minimal or no cost. The evidence
demonstrates that contemporary law enforcement recording devices and
equipment strengthen CSU's risk mitigation efforts and post incident analysis,
contributing to lower claim resolution values.

Control: Standardization of Policies for First Responders

In early 2024, the 22 CSU Chiefs of Police embarked on a vision to take 22
separate CSU local campus police department policy manuals and develop one
comprehensive systemwide CSU Police Department policy manual. Additionally,
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the Chiefs agreed the new systemwide police policy manual should align with
best practices for the university policing profession found within the IACLEA
(International Association of Campus Law Enforcement Administrators)
accreditation standards. A CSU PD Systemwide Police Policy Workgroup was
formed with representatives from numerous CSU police departments which met
weekly starting in March 2024 to initially review the existing policies from all 22
campus police departments and to draft new systemwide police policies using
the Lexipol policy template. A CSU Chancellor's Office Police Policy Committee,
consisting of several CSU Chiefs and Chancellor’s Office staff from HR-Labor
Relations, Legal Counsel, Government Relations, and Business & Finance also met
weekly to further review the draft systemwide police policies submitted from the
Workgroup. Both these groups continue to meet weekly to maintain the
systemwide police policy manual, as well as strive towards the vision of all 22 CSU
police departments achieving accreditation from IACLEA to further demonstrate
their commitment to excellence within the university policing profession and
dedication to their campus communities. On July 1, 2025, all 22 CSU police
departments began utilizing the one CSU PD systemwide police policy manual
which includes over 150 police policies. Further, by moving to one
comprehensive police policy manual through Lexipol, all 22 CSU police
departments are now utilizing the Daily Training Bulletin feature through Lexipol
which provides one daily fraining scenario with test question to ensure CSU police
personnel remain knowledgeable of the most current policies.
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CONCLUSION

The California State University strives to reduce the risks inherent in our work and
accepts the responsibility to continuously improve by addressing newly recognized
risks and revising risk mitigation strategies as appropriate. | certify our internal control
and monitoring systems are adequate to identify and address current and potential
risks facing the organization.

Mildred Garcia, Chancellor

CC.: Cudlifornia Legislature [Senate, Assembly]
California State Auditor
California State Library
California State Controller
Director of California Department of Finance
Secretary of California Government Operations Agency
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