
 
MEMORANDUM 
 
 
TO:  VSC Audit Committee 
  Linda Milne, Chair 
  Michelle Fairbrother 
  Tim Jerman 
  Karen Luneau 
  Martha O’Connor 
  Gary Moore, ex officio 
 
FROM: Tom Robbins, Vice President, Chief Financial Officer 

William Reedy, Vice President, General Counsel 
 
DATE: October 16, 2013 
 
SUBJ:  Audit Committee Meeting scheduled for October 23, 2013 
 
The Audit Committee of the VSC Board of Trustees will meet from 12:00-2:00 pm in Room 101 
at the Chancellor’s Office in Montpelier. The VSC Finance & Facilities Committee will follow 
this meeting. 
 
If you have any questions, I can be reached at (802) 224-3022. 
 
Thank you. 
 
 
 
 
cc:  Other Trustees 
  Council of Presidents 
  Business Affairs Council 
  Bradley Kukenberger, State Department of Finance and Management 
  Douglas Hoffer, State Auditor 
  



Board of Trustees 
Audit Committee Meeting 

 
October 23, 2013 

 
AGENDA 

 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 

1. Minutes of the May 23, 2013 Meeting of the Audit Committee 
2. Review and Approval of FY2013 draft Audited Financial Statements and A-133 

Report 
3. Review O’Connor & Drew Proposal and Discuss Extending Contract through 

FY2016 
 
B. ITEMS FOR INFORMATION AND DISCUSSION 
 

1. Conduct an Audit Committee Executive Session: Guidelines and Questions 
2. Fraud and the Responsibilities of the Government Audit Committee 

  



A. ITEMS FOR DISCUSSION AND ACTION 
 
1. Minutes of the May 23, 2013 Meeting of the Audit Committee 
 
The Audit Committee met on May 23, 2013 in the Stearns Center Performance Space at Johnson 
State College. 
 
Committee members present: Michelle Fairbrother, Tim Jerman, Karen Luneau, Linda Milne 
(Chair), Martha O’Connor 
 
Other trustees present: Jerry Diamond, Bill Lippert, Chris Macfarlane 
 
From the Chancellor’s Office: Rick Bourassa, Tim Donovan, Annie Howell, Bill Reedy, Tom 
Robbins, Deb Robinson, Dan Smith, Elaine Sopchak 
 
College Presidents: Joe Bertolino, Phil Conroy, Joyce Judy, Barbara Murphy, Dave Wolk 
 
From the colleges: Scott Dikeman, Wayne Hamilton, Geoff Lindemer, Barbara Martin, Linda 
Olson, Sharron Scott, Toby Stewart, Julie Theoret 
 
From the Public: Dave Dilulis – O’Connor & Drew, Chris Stenmon – O’Connor & Drew, Steve 
Vantine – State of Vermont Auditors department. 
  
Chair Milne called the meeting to order at 9:05 
 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 

1. Minutes of the February 13, 2013Meeting of the Audit Committee 
 The minutes of the February 13, 2013 meeting were approved. 

 
B. ITEMS FOR INFORMATION AND DISCUSSION 
 

2. Review FY2013 Audit Plan with O’Connor & Drew 
Chris Stenmon from O’Connor & Drew (O&D) began with an overview of the 
audit planning memo. He then reviewed the audit timeline and noted that auditors 
have already visited the colleges during May for the preliminary FY2013 audit 
work. He then noted that due to the threshold changing there will be 9 more 
programs reviewed on the A-133 this year. Chair Milne asked if there were any 
areas of fraud that the auditors were going to review. Mr. Stenman said that they 
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review disbursements and the approval process to ensure that VSC policies are 
being followed consistently. Trustee Lippert asked for a Clery Act update. VSC 
Counsel Reedy stated that the VSC is working with a law firm to review VSC 
compliance and modify VSC reporting and compliance as needed. 
 

3. Discuss FY2012 Audit Advisory Comments 
CFO Robbins advised the committee that the various finance teams have been 
working on the FY2012 advisory comments and have put in appropriate 
procedures. CFO Robbins then reviewed the progress of each comment. Most of 
the findings and comments were pretty straight forward. He stated that he 
expected the prior year comments to be resolved for this audit cycle.  
 

4. Discuss FY2013 Internal Audit  
CFO Robbins provided an overview of the FY2013 internal audit. The areas of 
review were; Payroll, Bank Reconciliations, Grant Reporting and ImageNow. 
Robbins reminded the committee that during FY2012/FY2013 VSC finance staff 
reviewed where there was exposure to fraud and payroll was at the top of the list. 
He noted that a lot of work was done during the year with regard to payroll. On a 
biweekly basis the colleges are sent reports that indicate, by name, any employee 
whose pay is greater than the prior pay period. This allows the college staff to 
review and determine if the increases were authorized. Another report lists which 
employees and/or supervisor did not fill out the electronic timesheet properly. 
These reports are reviewed with appropriate staff as warranted. Bank 
reconciliations were reviewed due to audit comments from previous years. The 
review noted outstanding reconciling items that needed to be reviewed and 
addressed. Grant Reporting was reviewed and found to be satisfactory with regard 
to VSC Policy 408. ImageNow is the software deployed across the VSC for 
scanning and image storage purposes. CFO Robbins said that the ImageNow part 
of the audit went well, however there were some approval issues that were 
discovered and subsequently corrected.  
 

Chair Milne adjourned the meeting at 10:12.  
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2. Review and Approval of FY2013 Draft Audited Financial Statements and A-133      
 Report 
 
O’Connor & Drew (O&D) will join us to review the draft FY2013 Audited Financial Statements 
and A-133 Report. Also included in the review will be the Advisory Comments. These 
documents are enclosed for your review. 

 
The draft FY2013 Financials and A-133 report were submitted to the State of Vermont in draft 
form on October 13th in order to meet our annual deadline. 

 
The SRECNA shows an increase in Net Assets of $2,731,000. This includes donated software 
valued at $12M, and related depreciation of that software of -$3M, plus GASB 45 accrual of 
-$7M.  The net of these three items is $2M, mostly accounting for the change in net assets. 
Operating revenue increased $2M. Operating expenses, adjusted for GASB 45 expense and 
depreciation of donated software is relatively unchanged from FY2012. Capital appropriations 
include a one-time appropriation of $2M for the Brattleboro site. Our Unrestricted Net Assets are 
now negative $15M. This balance includes the cumulative GASB 45 liability of $43M. 
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VERMONT STATE COLLEGES 
 

BOARD OF TRUSTEES 
 

RESOLUTION 
 
 

Acceptance of the FY2013 Audited Financial Statements and A-133 Report  
 
 

WHEREAS, The Vermont State Colleges has contracted with O’Connor & Drew to 
perform its FY2013 financial statements audit, and the auditors have 
delivered the draft financial statements, A-133 report and Advisory 
Comments thereon; and 

 
WHEREAS,  The Trustees’ Audit Committee has reviewed these materials and 

recommended that the Board accept them; therefore, be it 
 
RESOLVED, That the Board of Trustees of the Vermont State Colleges hereby 

accepts the FY2013 Financial Statement Audit Report by O’Connor & 
Drew.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
October 31, 2013  
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3. Review O’Connor & Drew Proposal and Discuss Extending Contract through FY2016 
 
VSC Policy 429 – Contracting Goods and Services states that contracts may be renewed beyond 
the original term, including any renewals contained therein, once without resorting to a new 
solicitation or Request for Proposals process, provided however the renewed term does not 
exceed the original term and in no event may the renewal period exceed three years. 

 
The VSC and the colleges have previously discussed with the Audit Committee that they are 
satisfied with the work that O&D is performing and would be in favor of extending the contract. 
O&D is independent, professional, communicative, and available when needed for advice.  
 
O& D has submitted their proposal for audit services of the VSC financials statements and A-
133.  The FY2013 audit fee from O&D was $180,000. O&D has proposed keeping the annual 
audit fee flat at $180,000 for FY2014, FY2015 and FY2016. Any new GASB changes which 
result in unforeseen expenses for O&D will be negotiated and mutually agreed upon.  

 
Please read and contemplate the attached document “Evaluating the Independent Auditor: 
Questions to Consider” prior to the meeting. 
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Copyright © 2005 AICPA, Inc.  1 

Evaluating the Independent Auditor:  
Questions to Consider 

 
 
Purpose of This Tool. The audit committee (or its equivalent) may have the responsibility to 
hire, fire, and evaluate the independent auditor. If the audit committee (or its equivalent) has this 
responsibility, the audit committee should answer a series of questions about its relationship with 
the independent auditor and should ask key executives in the government organization for their 
comments as well.  
 
 
In considering information gathered through the process of evaluating the independent auditors, 
it is important that the audit committee give consideration to the source of the information. For 
example, if the chief financial officer (CFO) or controller comments that he or she believes the 
auditor went too far in certain areas, that would probably carry less weight in your deliberations 
than if the CFO or controller comments that certain areas were not tested adequately or that 
auditor independence had been breached. As with all deliberative processes, the different 
perspectives and motivations of those having input into the deliberations should be considered. 
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AICPA Audit Committee Toolkit: Government 
 

2    

 
Instructions for Using This Tool. The sample questions included in this tool are only a starting 
point in evaluating the performance and effectiveness of the independent auditors. Audit 
committee members should ask follow-up questions as appropriate and required. 
 

 
Evaluation of the Independent Auditors Yes No Not 

Sure 
Comments 

Questions for Audit Committee Members     

1. Did the auditor meet with the audit 
committee when requested? □ □ □ 

 
 

2. Did the auditor address issues of 
“tone at the top,” and antifraud 
programs and controls in place in 
the government organization? 

□ □ □ 
 
 

3. Did the auditor inform the audit 
committee of any risks of which the 
committee was not previously 
aware? 

□ □ □ 
 
 

4. Did the auditor adequately discuss 
issues of the quality of financial 
reporting, including the 
applicability of new and significant 
accounting principles? Did the 
auditor adequately discuss issues 
relating to the government’s 
conformance with local laws, 
regulations, and oversight 
requirements?  

□ □ □ 
 
 

5. Did the auditor communicate issues 
freely with the audit committee, or 
did they seem protective of 
management? 

□ □ □ 
 
 

6. Does it appear that management 
exercises undue influence on the 
independent auditors? 

□ □ □ 
 
 

7. Does it appear that the independent 
auditors are reluctant or hesitant to 
raise issues that would reflect 
negatively on management? 

□ □ □ 
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Evaluating the Independent Auditors 

      3 

Evaluation of the Independent Auditor Yes No Not 
Sure 

Comments 

Questions for Audit Committee Members 
(cont.) 

    

8. Is the audit committee satisfied 
with the planning and conduct of 
the audit, including the financial 
statements and internal control over 
financial reporting (as applicable)? 

□ □ □ 
 
 

9. Review all audit-related and 
nonaudit services conducted by the 
independent auditor in the prior 
year. Are you satisfied that the 
independent auditor remains 
independent and objective both in 
fact and appearance? 

□ □ □ 
 
 

10. Understand the size of the firm and 
its total revenues firm-wide, for the 
office(s) providing a substantial 
amount of services to the 
government, and the book-of-
business of the partner-in-charge of 
the audit. Is the firm, the office, or 
the partner dependent on the 
government engagement for a 
material percentage of its fee 
income? If so, the audit committee 
should consider whether this 
impairs the appearance of 
independence with respect to the 
government. 

□ □ □ 
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AICPA Audit Committee Toolkit: Government 
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Evaluation of the Independent Auditor Yes No Not 
Sure 

Comments 

Questions for Audit Committee Members 
(cont.) 

    

11. Is the audit committee satisfied 
with its relationship with the 
auditor? In making this 
determination, the audit committee 
should consider (a) whether the 
partner-in-charge of the audit 
participated in audit committee 
meetings, (b) whether the auditor 
was frank and complete in the 
required discussions with the audit 
committee, (c) whether the auditor 
was frank and complete during 
executive sessions with the audit 
committee, (d) whether the auditor 
was on time in the delivery of 
services to the government. 

□ □ □ 
 
 

12. Was the audit fee fair and 
reasonable in relation to what the 
audit committee knows about fees 
charged to other government 
organizations, and in line with fee 
benchmarking data the audit 
committee might have available? 

□ □ □ 
 
 

13. Did the independent auditor 
provide constructive observations, 
implications, and recommendations 
in areas needing improvement, 
particularly with respect to the 
organization’s internal control 
system over financial reporting? 
How constructive are the key issues 
communicated in the management 
letter and other disclosures on audit 
findings and recommendations? 

□ □ □ 
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Evaluating the Independent Auditors 

      5 

 
 

Evaluation of the Independent 
Auditors 

Yes No Not 
Sure 

Comments 

Following are some questions the audit committee (or its equivalent) should ask different 
individuals in the government organization to assist in evaluating the performance of the 
independent auditors. 

 
Chief Audit Executive  

1. From your perspective in 
working with the independent 
auditors, are you satisfied with 
the scope, nature, extent, and 
timing of the testing performed 
by the independent auditor? 

□ □ □ 
 
 

2. Did the independent auditor 
work with you to ensure the 
coordination of audit efforts to 
assure the completeness of 
coverage, reduction of 
redundant efforts, and the 
effective use of audit resources? 

□ □ □ 
 

 

3. a. Are you satisfied with the 
knowledge, skills, and abilities 
of the staff assigned to do the 
audit work?  

□ □ □ 
 
 

b. Are you satisfied with the 
engagement leadership 
assigned, including the 
partner(s), manager(s), and 
fieldwork leaders? 

□ □ □ 
 

 

4. a. Did the independent auditors 
work with the internal auditors 
according to the plan?  
 

□ □ □ 
 
 

b. Was the cooperative work 
conducted in the spirit of 
professionalism and mutual 
respect? 

□ □ □ 
 
 

5. Are you satisfied that the 
independent auditors remain 
independent of the government 
in spite of any audit-related or 
nonaudit services the auditor 
provides to the government? 

□ □ □ 
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AICPA Audit Committee Toolkit: Government 
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Evaluation of the Independent 
Auditors 

Yes No Not 
sure 

Comments 

Chief Audit Executive (cont.)  

6. a. Are you aware of any other 
information that might impair 
the independence of the 
independent audit firm?  
 

□ □ □ 
 
 

b. Are you aware of any 
individuals on the audit team 
that might not be independent 
with respect to the government 
for whatever reason? 

□ □ □ 
 

 

7. a. If the choice were yours, 
would you hire the firm to 
conduct next year’s audit?  
 

□ □ □ 
 
 

b. What changes would you 
make? 

□ □ □ 
 

     

CFO and Controller     

1. From your perspective in 
working with the independent 
auditor, are you satisfied with 
the scope, nature, extent, and 
timing of the testing performed 
by the independent auditors? 

□ □ □ 
 
 

2. Are you satisfied with the 
knowledge, skills, and abilities 
of the staff assigned to the audit 
work? Did the auditor appear to 
have sufficient knowledge of 
the most recent generally 
accepted government auditing 
standards (GAGAS) as set forth 
by the Government 
Accountability Office (GAO), 
as well as AICPA auditing 
standards? 

□ □ □ 
 

 

3. Are you satisfied with the 
engagement leadership 
assigned, including the 
partner(s), manager(s), and 
fieldwork leaders? 

□ □ □ 
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Evaluating the Independent Auditors 

      7 

 
Evaluation of the Independent 

Auditors 
Yes No Not 

Sure 
Comments 

CFO and Controller (cont.)  

4. a. If the choice were yours, 
would you hire the firm to 
conduct next year’s audit?  

□ □ □ 
 
 

b. What changes would you 
make? 

□ □ □ 
 

5. Did the auditor comply with the 
requirements as set forth in the 
request for proposal and/or 
subsequent contract for auditor 
services?  

□ □ □ 
 

     
Independent Auditor 

 
    

1. What were the results of the 
firm’s peer review? □ □ □ 

 

2.  Does the audit organization 
have a quality control system 
for monitoring compliance with 
independence requirements? 

□ □ □ 
 

3.  Does the audit organization 
have a quality control system 
for monitoring compliance with 
continuing professional 
education requirements? 

□ □ □ 
 

     

Other Comments and Further Questions     
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VERMONT STATE COLLEGES 
 

BOARD OF TRUSTEES 
 

RESOLUTION 
 
 

Audit Contract Extension for FY2014 through FY2016  
 
 
WHEREAS, The VSC has ended a four year audit contract cycle with O’Connor & 

Drew (O&D); and  
 
WHEREAS, The VSC and the VSC Audit Committee have been satisfied with the work 

of O&D; and 
 
WHEREAS, VSC Policy 429 – Contracting Goods and Services states that an existing 

contract may be extended one time but no longer than the original term or 
a maximum of three years; and 

 
WHEREAS, O&D has submitted a proposal for their auditing services for FY2014 

through FY2016 that the VSC Audit Committee has found to be 
acceptable; therefore be it 

 
RESOLVED, That the Vermont State Colleges Board of Trustees hereby authorizes 

retaining O’Connor and Drew as the VSC financial statement and A-133 
auditors for the fiscal years 2014 through 2016.  

 
 
 
 
 
 
 
 
 
 
 
 
October 31, 2013  
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B. ITEMS FOR INFORMATION AND DISCUSSION 
 

1. Conduct an Audit Committee Executive Session: Guidelines and Questions 
 
This document is for the Audit Committee members and should be read in advance of the 
executive session with the external auditors.  
 
2. Fraud and the Responsibilities of the Government Audit Committee 
 
This document is for the Audit Committee members and should be read in advance of the 
executive session with the external auditors.  
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