
 

 

 
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, 2015 
 
SUBJ:  Audit Committee Meeting scheduled for May 13, 2015 
 
The Audit Committee of the VSC Board of Trustees will meet from 12:00-1:00 pm 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:  Other Trustees 
  Council of Presidents 
  Business Affairs Council 
  Sam Winship, Dept. of Finance and Management 
  Douglas Hoffer, State Auditor 



Board of Trustees 
Audit Committee Meeting 

 
May 13, 2015 

 
AGENDA 

 
 
A. ITEMS FOR DISCUSSION AND ACTION 
 

1. Minutes of the February 11, 2015 Meeting of the Audit Committee 
 
B. ITEMS FOR INFORMATION AND DISCUSSION 
 

1. Review FY2015 Audit Plan with O’Connor & Drew 
2. Discuss FY2014 Audit Advisory Comments 
3. Discuss FY2014 Internal Audit  

a. Cash and Cash Controls 
b. Internal Control Questionnaire 

  



A. ITEMS FOR DISCUSSION AND ACTION 
 
1. Minutes of the February 11, 2015 Meeting of the Audit Committee 
 
The Audit Committee met on February 11, 2015 at the Chancellor’s Office in Montpelier. 
 
Committee members present: Linda Milne (Chair), Lynn Dickinson, Tim Jerman, Karen Luneau, 
Christopher Macfarlane, Jeff Kellar (Office of the Vermont State Auditor)   
 
Other trustees present: Martha O’Connor 
 
From the Chancellor’s Office: Rick Bourassa, VSC Senior Accountant 
 Bill Reedy, General Counsel 
 Tom Robbins, CFO 
 Deb Robinson, Controller 
 Elaine Sopchak, Executive Assistant to the Chancellor 
 Jeb Spaulding, Chancellor 
 Sophie Zdatny, Associate General Counsel 
 
Presidents: Joe Bertolino, Joyce Judy, Barbara Murphy, Dan Smith  
 
From the Colleges: Scott Dikeman, Dean of Administration, Castleton State College 
  Janis Henderson, Staff Federation Unit Chair 
  Loren Loomis Hubbell, Dean of Administration, Lyndon State College 
  Barbara Martin, Dean of Administration, Community College of VT 
  Maurice Ouimet, CSC Dean of Enrollment 
  Sharron Scott, Dean of Administration, Johnson State College 
  Lit Tyler, Dean of Administration, Vermont Technical College 
 
Chair Milne called the meeting to order at 1 p.m. 
 
B. ITEMS FOR DISCUSSION AND ACTION 
 
1. Minutes of the October 22, 2014 Meeting of the Audit Committee 
 
The Committee approved the minutes with the following corrections: Martha O’Connor should 
be listed not as a committee member but as another trustee present. In “Item 2. Review and 
Approval of FY2014 Draft,” the second paragraph should be edited to read, “Mr. Kellar inquired 
how the VSC was handling funding of its OPEB liability. CFO Robbins…”  
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B. ITEMS FOR INFORMATION AND DISCUSSION 
 
1. Discuss FY2014 Audit Advisory Comments 
 
CFO Robbins reviewed the three advisory comments and management’s responses from the 
FY2014 report. He provided the following updates:  
• Reporting student financial aid payment data to the Common Origination and Disbursement 

System: CCV is now using a new reporting process allowing them to immediately identify 
reporting errors. 

• Capital asset software: Controllers have been given the list of reports related to capital assets, 
and advised that they should run all these reports and give them to the auditors. 

• Procurement cards: The colleges have been reminding employees of Pcard policies and 
procedures. Employees that continue to violate the policies and procedures will have their 
cards terminated. VSC will be meeting with Pcard providers this month and will ask about 
getting the Tax ID printed on cards.  

 
2. Discuss FY2015 Internal Audit Plan 
 
CFO Robbins reviewed recent internal audits and shared that the next internal audit will focus a 
lot on the handling of cash and cash-like instruments. He reviewed the Self-Assessment Internal 
Control Questionnaire that was distributed this year. He also covered various facts about 
embezzlement. He then reviewed the upcoming internal audit team members and timeline. 
 
Chair Milne updated the Committee that there have been no recent EthicsPoints reports that have 
needed to be addressed by the Audit Committee. General Counsel Reedy clarified that of the few 
reports that have been received, none referred to financial issues or situations. He shared that 
regular procedures for handling EthicsPoint reports are currently being refined. 
 
The meeting adjourned at 1:42 p.m. 
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B. ITEMS FOR INFORMATION AND DISCUSSION 
 
1. Review FY2015 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 results 
• Current year audit approach 
• Timeline for audit planning and audit field work, including 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, 2014-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: 
• Vermont Technical College and Lyndon State College 

Ø Monday May 4th – Thursday May 7th     
• Community College of Vermont and Johnson State College 

Ø Monday May 11th – Wednesday May 13th   
• Castleton State College and Chancellor's Office 

Ø Monday May 18th-Thursday May 21st   
 
Audit Field Work: 
• Johnson State College and Castleton State College 

Ø Monday August 10th – Wednesday August 12th  
• Community College of Vermont and Vermont Technical College 

Ø Monday August 17th – Thursday August 20th  
• Lyndon State College and Chancellor's Office 

Ø Monday August 24th – Thursday August 27th 
Ø Week of September 8th (audit of financial statements) 
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2. Discuss FY2014 Audit Advisory Comments 
 
This is the same material that was presented to the Audit Committee at the February 11, 2015 
meeting. Although nothing has changed since that time this is included for your reference.   
 

CURRENT YEAR COMMENTS 
 
Reporting Student Financial Aid Payment Data to COD (Common Origination and 
Disbursement System) 
 
Current situation: 
Colleges must report student financial aid payment data to the COD (Common Origination and 
Disbursement System) within 30 calendar days after the school credits the student account. 
During our financial aid testing, we noted a number of errors with regard to this timing. The 
Community College of Vermont failed to report PELL grant disbursements within the required 
timeframe for three out of eight students tested. Our financial aid testing results are as follows: 
 

 
Student Name 

Date Credited 
to Students Account 

Date Reported to 
COD 

 
#Days 

Melody Maher 8/5/2013 11/11/2013 97 
Melody Maher 9/25/2013 2/5/2014 132 
Mark Porter 9/25/2013 11/13/2014 48 
Cole Stevens 9/25/2013 1/29/2014 125 

 
Auditor's recommendation: 
We recommend that management review its control procedures for reporting student financial 
aid data to the COD to insure proper controls are in place to insure that all information is 
reported in a timely manner. 
 
Management's response:  
CCV acknowledged these errors when discovered during interim audit testing. The errors 
highlighted a weakness in the College’s Colleague electronic reporting process to the COD 
system, whereby it was difficult to discern after the data was transmitted, which individual Pell 
records were accepted by the COD system. This type of error was not noticed until reconciliation 
between the two systems was performed at a later date. The College has redesigned and 
implemented in its electronic reporting process, a new system report edit function which helps to 
quickly identify data reporting errors with the COD system and will allow CCV to provide the 
correct Pell student data within the required 30 day reporting window. 
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Management update January 2015:  
The College is utilizing this new reporting process, which has resulted in CCV being able to 
immediately identify data transmission errors. This now enables CCV to provide the correct Pell 
student data to the COD system on a timely basis.   
 
 
Capital Asset Software 
 
Current situation: 
The Colleges have implemented a new fixed asset software. This helped to improve the 
efficiency and effectiveness of auditing the capital assets. We did note that there are specific 
reports that the Colleges, with the exception of Vermont Technical College and the 
Chancellor’s Office, were not able to run which included a roll forward of the accumulated 
depreciation, current year depreciation expense, and ending accumulated depreciation. 
 
Auditor's recommendation: 
We recommend the Colleges work with their IT departments to prepare specific reports that 
would include the roll forward of accumulated depreciation in total as well as on an asset by 
asset basis. 
 
Management's response: 
The report showing the roll forward of accumulated depreciation is available within the   
database used for capital assets.   Training will be provided to ensure that all Colleges know how 
to access and run the Capital Asset reports for their school. 
 
Management update January 2015:  
Controllers have been given the list of reports related to capital assets, and advised that they 
should run all these reports and give them to the auditors.  In preparation for the audit, specific 
instructions will be provided. 
 
 
Procurement Cards 
 
Current situation: 
The Colleges have approximately 485 procurement cards issued to employees of the VSC's 
colleges and offices. Cardholders are required to adhere to the College’s P-card and general 
purchasing policies. During our year-end audit testing of P-card transactions, we noted a number 
of exceptions to these policies. We noted a number of instances where the approval date of the 
expense log by the cardholder's supervisor was after month-end and the purchase had already 
been paid for. We noted  a number of instances where the employee's signature or the 
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supervisor's signature approving the expense log was missing from the documentation. We noted 
a number of instances where the back-up documentation for the expenditure was missing; the 
employee did complete a "Missing Receipt Form" in its absence. We also noted a number of 
transactions that included sales tax on the expenditure and the Colleges were never reimbursed. 
All our findings are consistent with the FY2014 Internal Audit Report prepared by the 
Chancellor’s Office. 
 
Auditor's recommendation: 
We recommend the Colleges continue to monitor their P-card transactions for errors or abuse and 
also remind employees on an annual basis of the College's various P-card and purchasing 
policies. If employees continuously violate these policies, then we recommend temporary 
revocation of the individual Cardholder's privileges or if necessary permanent revocation of the 
procurement card. 
 
Management's response: 
The issues related to P-Cards was raised during our own internal audit process. VSC concurs that 
the issues raised need to be addressed, and will initiate discussions with all colleges on processes 
to improve compliance with procedures and controls. Possible responses to the issue may include 
regular refresher training for P-Card users, more specific actions and timelines for P-Card users 
and supervisors who do not comply with polices on reporting and approving P-Card purchases 
including suspension of P-Card privileges for staff who consistently miss deadlines or fail to 
comply with policies and procedures related to the use of P-Cards.   
 
Possible responses to the issue of paying VT state sales tax may include having Tax ID for the 
college imprinted on cards to make it easier for staff to get sales tax waived at time of purchase, 
or change in policy to permit payment of sales tax for de minimus amounts. 
 
Management update January 2015:  
The colleges are aware of the importance of proper controls relating to P-card usage and have 
been reminding employees of P-card policies and procedures. Employees that continue to violate 
the policies and procedures will have their cards terminated. VSC will be meeting with P-card 
providers this month and will ask about getting the Tax ID printed on cards. Based on their 
response, VSC will decide on whether to implement this and how.    
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3. Discuss FY2015 Internal Audit  
 
a. Cash and Cash Controls 
 This year, an internal audit team was organized to review and determine a strategy in 

preparation for the internal audit. A team of 2 or 3 accounting staff members, consisting 
of 1 or 2 controllers or equivalents, performed on on-site visits. 

 
 Given that the VSC handled ~$35.6M of cash or cash like instruments via 26,347 

transactions last year it was decided to specifically focus on this area during the FY2015 
internal audit. The audit included a review of the cash handling processes and internal 
controls in the student accounts/ cashier’s office, and also, a compliance review of 
transactions for the twelve month period ended June 30, 2014. The objectives were to 
determine if the audit locations had appropriate policies and procedures surrounding 
cash receipts/revenue, and to determine if the internal controls surrounding the cash 
receipts process at each college were adequate and assess the extent that these controls 
are properly designed and working as intended. 

 
 To address both of our objectives we reviewed cash receipts and internal control 

guidance from the VSC and reviewed internal control documentation acquired from the 
VSC’s external auditors. We performed research on internal control best practices 
surrounding cash receipts and we identified and reviewed guidance and research related 
to internal controls that are published by the Government Accountability Office (Yellow 
book) and the Institute of Internal Auditors.  

 
 We reviewed the cash receipts processes and related internal controls for each audit 

location. We evaluated these controls and then identified key internal controls by 
comparing these internal controls to the transactions examined. The internal controls we 
evaluated related to (1) written procedures, (2) segregation of duties and procedures, (3) 
reconciliation, and; (4) management review and oversight. 

 
 We discussed with accounting staff their processes and existing internal controls around 

cash receipts processing and cash receipts accounting .To assist with our assessment we 
examined the departments’ written procedures (if available) and the recent 2015 internal 
control self-assessments, made observations while on site, and reviewed original 
documents in order to analyze the design of the cash receipts internal controls.  

 
 We counted petty cash and/or cash drawers and reconciled these to the impressed 

balance. 
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 We examined 30 cash receipts transactions for each of the schools and 15 cash receipts 
transactions at the Office of the Chancellor to determine if they had been processed in 
accordance with the policies and guidance. We examined 10 digital copies of checks 
processed through the digital deposit machine at each of the schools and the original 
supporting documentation to assist with our assessments. 

 
 After completing the on-site visits and reviewing the information gathered from these 

visits, we compiled several best practices that would facilitate cash receipts processing, 
security, and controls. Subsequent internal audits will be used to review prior weaknesses 
noted and steps taken to correct or improve these areas. 

 
 Attached is the FY2015 Internal Audit Summary Report, which provides audit summary 

results and recommendations. There will be follow up based on this report.  
 
 The knowledge and experience gained by VSC staff participating in the internal audit 

process at other VSC schools provides in-depth information to use at their own schools.   
Using the best practices from each school across the VSC system provides for 
consistency, good controls, and security of funds. Looking ahead, with the internal 
control questionnaire information coupled with the in-house expertise, we can improve 
our processes, as needed, for the betterment of the VSC as a whole. 
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b. Internal Control Questionnaire 
 
 The VSC has used the internal control questionnaire for the last couple of years to help 

determine where we have weaknesses in our internal control processes. 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. As we have found variances with policy we have followed 
up with the colleges to correct the issues. It is important to note that the internal control 
questionnaire and the correction of any findings is a continual process.  

 
 The percentages represent the answers from the six entities (the five colleges and the 

Office of the Chancellor). 
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