
 
MEMORANDUM 
 
 
TO:  VSC Audit Committee 
  Linda Milne, Chair 
  Lynn Dickinson 
  Tim Jerman  
  Jeff Kellar – State Auditor’s Office 
  Karen Luneau 
  Christopher Macfarlane 

    
FROM: Tom Robbins, Vice President, Chief Financial Officer 

William Reedy, Vice President, General Counsel 
 
DATE: May 7, 2014 
 
SUBJECT: Audit Committee Meeting scheduled for May 14, 2014 
 
The Audit Committee of the VSC Board of Trustees will meet from 3:00-5:00 p.m. in Room 101 
at the Chancellor’s Office in Montpelier. The agenda and back up material for the meeting are 
enclosed. 
 
If you have any questions, I can be reached at (802) 224-3022. 
 
 
Thank you. 
 
 
 
cc:  Board of Trustees 
  Council of Presidents 
  Business Affairs Council 
  Bradley Kukenberger, Dept. of Finance and Management 
  Douglas Hoffer, State Auditor  



Board of Trustees 
Audit Committee Meeting 

 
May 14, 2014 

 
AGENDA 

 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 
 1. Minutes of the October 23, 2013 Meeting of the Audit Committee 
 2. Minutes of the February 12, 2014 Meeting of the Audit Committee 
 
B. ITEMS FOR INFORMATION AND DISCUSSION 
 
 1. Review FY2014 Audit Plan with O’Connor & Drew 
 2. Discuss FY2013 Audit Advisory Comments 
 3. Discuss FY2014 Internal Audit  
  a. P-card Compliance Review 
  b. Internal Control Questionnaire 
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A. ITEMS FOR DISCUSSION AND ACTION 
 
 1. Minutes of the October 23, 2013 Meeting of the Audit Committee 

 
The Audit Committee met on October 23, 2013 at the Chancellor’s Office in Montpelier.  
 
Note: These are unapproved minutes, subject to amendment and/or approval at the 
subsequent committee meeting.  
 
Committee members present: Lynn Dickinson, Tim Jerman, Karen Luneau, Christopher 
Macfarlane, Linda Milne (Chair) 
 
Other trustees present: M. Jerome Diamond, Martha O’Connor 
 
From the Chancellor’s Office: Tim Donovan, Bill Reedy, Tom Robbins, Deb Robinson,  
Dan Smith 
 
College Presidents: Joe Bertolino, Phil Conroy, Joyce Judy, Barbara Murphy, Dave Wolk 
 
From the colleges: Tess Conant, Scott Dikeman, Janis Henderson, Loren Loomis 
Hubbell, Sheila Ladd, Geoff Lindemer, Barbara Martin, Sharron Scott  
 
From the Public: Dave Dilulis – O’Connor & Drew, Kieth Goldie – O’Connor & Drew, 
Chris Stenmon – O’Connor & Drew 
 
Chair Milne called the meeting to order at 12 p.m. 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 
1. Minutes of the May 23, 2013 Meeting of the Audit Committee 

 
The committee unanimously approved the minutes of the May 23, 2013 meeting. 
 

2. Review and Approval of FY2013 draft Audited Financial Statements and A-133 
Report 
 
The meeting began with introductions. Dave Dilulis from O’Connor & Drew 
(O&D) gave a brief overview of the firm. Chris Stenmon reviewed a handout that 
highlighted the required communications and significant accounting policies and 
transactions. He also reviewed upcoming GASB pronouncements. The significant 
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transactions for FY2013 were: A $6.2M reduction in interest rate SWAP due to 
the interest rate market increasing; $30M worth of cash transferred to TD Wealth 
for investment purposes; decrease in deposit with bond trustees of $10M due to 
bond refinance and use of 2010 bond funds; increase in capital assets due to a 
$12M software donation; and an increase in the OPEB accrual of $7M. 
 
Mr. Stenmon stated that the VSC was issued a clean opinion for the FY2013 
audit. The audit went smoothly with full cooperation from VSC staff. He further 
stated that the FY2013 financial statements present fairly, in all material respects, 
the financial position of the VSC as of June 30, 2013 and 2012.  
 
Kieth Goldie from O&D reviewed the FY2013 management letter. He noted that 
there were three comments in all. Two of the findings were small A-133 findings 
and the other had to do with inconsistent year-end payroll accruals. There were 
fewer findings this year than last so there was improvement. Mr. Goldie noted 
that all prior year comments were resolved for this audit with the exception of the 
payroll accrual issue noted above.  
 
Mr. Dilulis spoke to the committee about fraud prevention. Chancellor Donovan 
reviewed with the committee that the VSC has a fraud prevention (whistleblower) 
hotline and all VSC employees are sent an annual reminder about it. Mr. Dilulis 
discussed potential fraud with credit cards. CFO Robbins reviewed the systems in 
place to help prevent fraud with credit cards.  
 
The FY2013 Audit Report was accepted by the committee. The resolution passed 
and will be forwarded to the Board for its consideration.  
 
Trustee Luneau made a motion that the Audit Committee enter executive session 
for the purposes of discussing VSC personnel with regard to the audit, and to 
include other Trustees and external auditors Dave Dilulis, Chris Stenmon, and 
Kieth Goldie from O’Connor & Drew. The motion was seconded by Trustee 
Jerman and adopted unanimously. The Audit Committee entered executive 
session with the external auditors at 1:30 p.m. The Audit Committee concluded 
the executive session with the external auditors at 1:50 p.m. and took no action. 
 

3.  Review O’Connor & Drew Proposal and Discuss Extending Contract through 
FY2016 
 
CFO Robbins began the discussion by stating that VSC Policy 429 allows for a 
one-time extension of an existing contract not to exceed the original term or a 
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maximum of three years. He stated that the expiring contract has a four-year term 
so the maximum extension would be three years. CFO Robbins stated O&D have 
been good to work with and that they are available, professional and 
communicative. The college deans were in agreement of this assessment. Chair 
Milne said that she found them to be thorough and independent. CFO Robbins 
stated that the FY2013 fee is $180,000 and that O&D is proposing to keep this 
same rate for years FY2014, FY2015 and FY2016. Chair Milne reviewed the 
document “Evaluating the Independent Auditor” and the committee was satisfied 
that O&D met the criteria discussed. The committee was in agreement about 
extending the contract for three years at $180,000 annually. 
 
The resolution passed and will be forwarded to the Board for its consideration.   
 

B.   ITEMS FOR INFORMATION AND DISCUSSION 
 

1.  Conduct an Audit Committee Executive Session: Guidelines and 
Questions 

 
 There was no discussion on this agenda item 

 
 2. Fraud and the Responsibilities of the Government Audit Committee 
 
  There was no discussion on this agenda item 
 
The Audit Committee meeting adjourned at 2:00 p.m. 
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 2. Minutes of the February 12, 2014 Meeting of the Audit Committee 
 
The Audit Committee met on February 12, 2014 at the Chancellor’s Office in Montpelier.  
 
Note: These are unapproved minutes, subject to amendment and/or approval at the 
subsequent committee meeting.  
 
Committee members present: Lynn Dickinson, Tim Jerman, Karen Luneau, Christopher 
Macfarlane, Linda Milne (Chair)  
 
State representative to the Audit Committee: Jeff Kellar 
 
Other trustees present: M. Jerome Diamond, Gary Moore, Martha O’Connor 
 
From the Chancellor’s Office: Rick Bourassa, Tim Donovan, Annie Howell, Bill Reedy, 
Tom Robbins, Dan Smith 
 
College Presidents: Joe Bertolino, Phil Conroy, Joyce Judy, Barbara Murphy, Dave Wolk 
 
From the colleges: Tess Conant, Scott Dikeman, Eileen Donovan, Janis Henderson, 
Loren Loomis Hubbell, Barbara Martin, Maurice Ouimet, Sharron Scott  
 
Chair Milne called the meeting to order at 2:00 p.m. 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 
 1. Minutes of the October 23, 2013 Meeting of the Audit Committee 

 
The correct minutes were not included in the materials so no vote was taken. The 
minutes will be included in the next Audit Committee agenda. CFO Robbins 
noted that Committee members will receive the correct minutes tomorrow, 
February 13th.  
  

B. ITEMS FOR INFORMATION AND DISCUSSION 
 
 1. Discuss FY2013 Audit Advisory Comments 
 

CFO Robbins noted that there were three advisory comments from FY2013. Two 
of the three have already been resolved so there is nothing further to note on them. 
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The third remains unresolved as it deals with a year-end accrual process. The 
controllers will focus on this at year-end to ensure that it is corrected. 

 
 2. Discuss FY2014 Internal Audit Plan 

 
CFO Robbins noted that in years past the VSC usually focused the internal audit 
in 4-5 different areas. For FY2014 the focus will be in two areas: p-cards and a 
self-assessment of internal control questionnaire. The p-card audit will focus on 
the cardholder’s adherence to the VSC p-card policy. Chair Milne noted that with 
so many p-cards in circulation, regular follow up is important. CFO Robbins 
noted that the move to p-cards was a conscious decision by the VSC to cut down 
on invoice processing. Auditor Kellar noted that there are efficiencies to be had 
but good controls are important. 
 
CFO Robbins next discussed the self-assessment of internal control questionnaire. 
This will be a new item at the VSC and is one that the state uses annually. Steve 
Vantine, former auditor for the state, helped create this process at the VSC. 
Auditor Kellar noted that the state has been using this process for about ten years 
with success. CFO Robbins noted that this year’s internal control questionnaire 
contains six sections and that each section will be sent to the appropriate 
department in each college for a response. The “no” answers will be followed up 
on to see where a policy or control could be implemented, and the “yes” answers 
will be spot checked. Chair Milne noted that this questionnaire could be expanded 
into other areas of the college to allow insight into internal control processes. 
CFO Robbins agreed that there are many other areas and the VSC will expand the 
control questionnaire as more experience is gained with this tool.  
 
Chair Milne noted that this year college controllers will accompany the VSC 
internal auditor and thought that was a good idea. CFO Robbins said that it 
promotes cross training as well as allows the controllers to see other college 
controls and processes. 
 

The meeting was adjourned at 1:35 p.m. 
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B. ITEMS FOR INFORMATION AND DISCUSSION 
 
 1. Review FY2014 Audit Plan with O’Connor & Drew 
 
 Below is the agenda for the O’Connor and Drew discussion with the audit committee. 

• Discuss prior year audit 
• Audit approach 
• Time line for audit planning and audit field work, A-133 audit 
• Programs to audit for A-133 audit 
• Any significant changes at any of the colleges' management 
• Improvements in audit process, what has worked in past, what can be improved upon 
• New GASB Pronouncements 
• Statement on Auditing Standards 99 and Fraud Risk Assessment 
• Significant accounting transactions from July 1, 2013-Present or any anticipated 

transactions before year end that could materially affect the financial statements  
• Any legal issues or pending litigation 
• Other matters 
• Update on prior year management letter comments and current status 

 
Dates for audit planning, field work, and review of financial statements: 

Audit Planning: 
• Community College of Vermont and Lyndon State College  

! Monday May 5  –  Wednesday May 7    
• Castleton State College and Johnson State College 

! Monday May 12  –  Wednesday May 14   
• Vermont Technical College and Chancellor’s Office  

! Monday May 19 – Thursday May 22  
 

Audit Field Work: 
• Community College of Vermont and Lyndon State College  

! Monday August 4  – Wednesday August 6  
• Castleton State College and Johnson State College 

! Monday August 11  – Wednesday August 13  
• Vermont Technical College  

! Monday August 25  – Thursday August 28 
• Chancellor's Office 

! Week of August 25 (perform audit field work) 
! Week of September 8 and September 15 (audit of financial statements)  
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 2. Discuss FY2013 Audit Advisory Comments 
 
This is the same material that was presented to the Audit Committee at the February 12, 
2014 meeting. Although nothing has changed since that time this was included for your 
reference.   
 
There were three advisory comments for FY2013. Two have been resolved and the third 
involves the year-end payroll accrual that will be resolved at year end.  

  

VSC Board of Trustees Audit Committee 9 May 14, 2014



 
 

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 that 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.   
 
Management update January 2014: 
We have no further information to report; this issue remains resolved.   
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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 who 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 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.   
 

VSC Board of Trustees Audit Committee 11 May 14, 2014



 
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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3. Discuss FY2014 Internal Audit  
 

a. P-card Compliance Review 
 
We have included the p-card self-assessment internal control questionnaire that was 
submitted by each college and OC. This document will allow us to drill down to the 
college level based upon their individual answers. The percentages represent the answers 
from the six entities (the five colleges and the OC).  
 
Following the control questionnaire are the FY2014 internal audit reports by entity. For 
FY2014 we reviewed compliance to the VSC p-card Policy. The objective was to provide 
reasonable assurance that the VSC is adhering to the VSC Procurement Card Program 
Manual. Given that there are approximately 485 VSC p-cards in use it is important to 
review this program periodically. The original intent of the p-card program was to cut 
down on paperwork and clerical effort while introducing the least amount of risk to the 
VSC. We believe we still meet these criteria. Each p-card has an assigned per transaction 
credit limit and a total credit limit to it. The cards are also individually restricted in what 
can be purchased. 
 
During FY2014 the VSC internal auditor and a college controller visited each college and 
the OC to conduct p-card reviews. At a minimum 20% of cardholders had three months’ 
worth of transactions reviewed. There was nothing of substance discovered. It was a good 
opportunity to review policies with the colleges and review where they needed to tighten 
up their processes. We will request that all p-card holders review the p-card policy during 
FY2015. 
 
There were four areas that were consistently noted as issues on the internal audit report. 
These were: missing or mismatched receipts, inadequate supporting documentation, 
Vermont sales tax paid, and splitting transactions to overcome the p-card single 
transaction limit. Employees must submit receipts and proper documentation that 
supports their transaction. During FY2015 we will draft a procedure revision to allow a 
de minimus exception for sales tax. At year-end we might submit for a refund depending 
on the amount. We will also work with our p-card issuer to include the VSC sales tax ID 
on all cards. Instead of doing split transactions employees must request a temporary limit 
increase to their p-cards if their credit limit is not sufficient. 
 
For the FY2015 internal audit report we will adopt the external audit report format of 
listing each finding and then having each entity respond to it rather than every college 
have a separate report. There is a lot of redundancy in how we currently do the internal 
audit reporting.  
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b. Internal Control Questionnaire 
 
The internal 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. The percentages represent the answers from the 
six entities (the five colleges and the OC).  
 
We think that this is a good tool to use going forward. The variability in the answers 
across the campuses can either point to a lack of understanding of policies or perhaps a 
lack of clear policy. During FY2015 we will review these at the appropriate VSC team 
level to ensure we have consistent polices and understanding across the VSC. 
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