
February 5, 2014 
  
 
 TO: 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 
  Bill Reedy, Vice President & General Counsel 
 
 RE: Audit Committee Meeting on February 12, 2014 
 
The Audit Committee will meet on Wednesday, October 23, from 2:00 – 3:00 p.m. in Room 101 
at the Chancellor’s Office, 575 Stone Cutters Way in Montpelier. Immediately following this 
meeting the VSC Finance & Facilities Committee will meet from 3:00 p.m. – 5:00 p.m. 
 
Please note the late start time of 2:00 pm. 
 
If you have any questions, I can be reached at (802) 224-3022. 
 
Thank you. 
 
 
 
 
cc: VSC Trustees 
 Council of Presidents 
 Business Affairs Council 
 Bradley Kukenberger, Department of Finance & Management 
 Doug Hoffer, State Auditor 
 



Board of Trustees 
Audit Committee Meeting 

 
February 12, 2014 

 
AGENDA 

 
 
 
A. ITEMS FOR DISCUSSION AND ACTION 

 
1. Minutes of the October 23, 2013 Meeting of the Audit Committee 
 

B. ITEMS FOR INFORMATION AND DISCUSSION 
 

1. Discuss FY2013 Audit Advisory Comments 
2. Discuss FY2014 Internal Audit Plan 

  



A. ITEMS FOR DISCUSSION AND ACTION 
 
1. Minutes of the October 23, 2013 Meeting of the Audit Committee 
 
Trustee Milne reported the Committee discussed the two items voted on by the Board. The 
auditors mentioned in the meeting that audits of other state colleges revealed several financial 
issues, and the Committee continued conversations about fraud and abuse. Trustee Milne 
referenced Chronicle of Higher Education articles on fraud disclosures by private colleges and 
stated the VSC must always be aware of fraud and potential risks. Trustee Lippert added that 
such precautions are necessary and not a reflection on the VSC. 
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B. ITEMS FOR INFORMATION AND DISCUSSION 
 

1. Discuss FY2013 Audit Advisory Comments 
 
There were three advisory comments for FY2013. Two have been resolved and the third involves 
the year end payroll accrual which will be resolved at year end. Below is an update on the 
FY2013 Advisory Comments.  
 
 

CURRENT YEAR COMMENTS 
Bank Account Control and Disbursement Support 

 
Current situation: 
During our A-133 compliance audit procedures of the "Vermont Genetics Network" grant at 
Johnson State College (JSC), we noted a bank account listed under the name and social security 
number of a JSC faculty member, which contained federal grant funds issued to the College. Per 
our inquiry of management at the College, it was determined that this account was established 
separately from the College by the grant administrator in order to protect the sensitive and 
personal nature of the information of those who participated in the grant study. Individuals who 
participated in the study were paid in cash with funds from the federal grant which were held in 
the bank account that was established and controlled by the grant administrator. 
 
In addition, we noted that support for disbursements related to this grant could not be provided. 
Therefore, disbursements were not in compliance with both the established College internal 
control procedures and A-133 compliance requirements. 
 
Auditor’s recommendation: 
We recommend that the College close this account and process all disbursements through the 
internal control system of the College so as to maintain accurate records and support for all grant 
disbursements. Going forward, all unexpended money should be maintained in bank accounts 
controlled by the Vermont State Colleges and the Colleges should ensure that no additional 
private bank accounts exist that contain College funds.  
 
Management's response:   
The bank account opened by the grant administrator was closed immediately after this issue was 
identified.  The college worked with the grant administrator to review and document the value of 
the payments made to research participants and has confirmed that payments were made as 
expected according to the terms of the grant.  In addition, new procedures have been established 
to maintain the confidentiality of research participants while simultaneously allowing the college 
to follow its internal control procedures.   
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Management update January 2014: 
We have no further information to report; this issue remains resolved.   
 
 
Institutional Student Information Record (ISIR) Verification 
 
Current situation: 
While performing testing at Johnson State College (JSC) for the A-133 compliance audit, we 
noted one student whose ISIR was selected for verification by the Department of Education 
(DOE). The College was required by the DOE to verify the Adjusted Gross Income (AGI) 
balances indicated on the student's ISIR. While performing the verification procedures, the 
College only traced to partial support, as they did not verify the financial information for the 
spouse of the student which was included in the AGI on the ISIR. As such, the College failed to 
fully complete the verification procedures. 
 
Auditor’s recommendation: 
We recommend that when verifying the household's AGI listed on a student's ISIR, the College 
should trace to support for both the student and their spouse. 
 
Management's response:  
Upon notification of this issue, Johnson State College recalculated the student’s ISIR to include 
the additional partial support in the household’s AGI and recalculated the student’s financial aid 
package. This resulted in a zero dollar change to the student’s financial aid package.  
At the time of this error the college was training a new employee in financial aid who was 
unfamiliar with the requirements for verification of partial support.  Training of this resource has 
been addressed and is not expected to recur 
 
Management update January 2014: 
We have no further information to report; this issue remains resolved.   
 
 
Best Practices 
Current situation: 
During our year-end audit procedures, we noted the following instances where procedures were 
not being performed consistently between all of the Colleges. 
 

• During year-end audit procedures of accrued payroll, we noted that the faculty payroll 
accrual was not being calculated on a consistent basis between all of the Colleges. We 
noted that as of June 30, 2013 all schools except Lyndon State accrued 2 pay periods for 
the faculty accrual, but that Lyndon State accrued 2.5 pay periods. We noted that Lyndon 
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State double accrued .5 of the faculty payroll because they included those faculty 
employees in the regular year-end accrued payroll balance as well as in the faculty 
accrued payroll balance.   

 
Auditor’s recommendation: 
We recommend that management institute controls to ensure that all schools are performing the 
same procedures for all accounts between all of the Colleges. 
 
Management's response:  
The Colleges’ financial staff will review procedures for calculating the payroll accrual prior to 
closing to ensure consistency across the system. 
 
Management update January 2014: 
The plan to review procedures prior to closing has not changed. 
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2. Discuss FY2014 Internal Audit Plan 
 
Below is the FY2014 internal audit plan. In years past we have chosen four or five areas to 
review annually with the internal audit function. For FY2014 we are going to review adherence 
to the VSC PCard Policy and distribute a Self-Assessment of Internal Control Questionnaire. The 
control questionnaire is new this year and this tool will help us determine where we have 
weaknesses in our internal control processes. It is important to note that the internal control 
questionnaire and the correction of any findings is a continual process. In subsequent years we 
can modify and the tailor the questions to different areas. The State of Vermont has successfully 
implemented this tool into its annual control review and the VSC will do so as well. 
 
This year we are also going to send a college controller along with the VSC internal auditor to 
conduct the on-site college visits. We will use a different controller for each visit. During the 
visit there will be work done on PCards as well as follow up from the internal control 
questionnaire. 
 
The following are scheduled dates for on-site visits at the schools and the OC. 
 

Wednesday Feb 26th at CCV 
Thursday Mar 6th at LSC 
Monday Mar 10th at JSC 
Thursday Mar 13th at CSC 
Wednesday Mar 19th at OC 
Friday Mar 21st at VTC 
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